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PREFACE 


The  Executive  Handbook  for  Financial  Management  is  a  valuable  educational  and 
ready  reference  aid  for  the  use  of  officers  and  other  Amy  officials  in  posi¬ 
tions  requiring  management  of  the  Army’s  financial  resources. 

The  Army  is  vested  with  the  public's  trust  and  confidence  fcr  defending  our 
Nation,  'the  members  of  the  Army  have  a  responsibility  with  respect  to  the 
assets  with  which  we  have  been  entrusted  by  the  American  people.  Financial 
Management  is  an  integral  part  of  the  commander's  role  in  fulfilling  this 
responsibility.  Moreover,  judicious  financial  management  is  the  basic  means 
by  which  today's  programs  are  executed  and  tomorrow's  goals  are  formulated. 
Responsible  financial  management  is  the  key  to  generation  and  maintenance  of 
the  essential  Army  readiness  posture. 

Commanders  bear  the  responsibility  to  ensure  that  the  highest  standards  attend 
the  accounting  for  public  assets;  therefore,  commanders  and  their  key  staff- 
officers  must  have  a  basic  understanding  of  the  procedures  and  techniques  of 
fund  control.  This  handbook  is  designed  to  provide  that  knowledge.  Financial 
management  matters  will  be  handled  through  command  channels,  and  those  directly 
responsible  for  misuse  of  funds  will  be  held  personally  accountable.  It  is 
essential  that  the  highest  standards  of  integrity  and  care  characterize  manage¬ 
ment  of  resources.  Command  emphasis  on  financial  management  at  all  levels  will 
assure  such  standards. 
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INTRODUCTION 


GENERAL.  Commanders  and  directors  of  engineering  and  housing  of  large 
CONUS  installations  often  observe  the  handiwork  of  contractors  and  buildings 
and  ground  crews  by  making  periodic  surveillance  flights  over  their  real  estate. 
At  one  installation  a  new  building  was  discovered  at  a  remote  location,  far 
from  the  main  post,  where  a  troop  unit  was  performing  a  regularly  assigned 
mission.  The  building  had  been  built  by  the  unit  with  misappropriated  materials 
A.t  another  installation  a  fire  caused  by  faulty  wiring  resulted  in  unusually 
high  dollar  damage  for  the  type  building  in  which  it  occurred.  Fire  inspectors 
discovered  that  an  unauthorized  false  ceiling  had  made  the  sprinkler  system 
ineffective  and  the  carpeting  that  was  destroyed  by  water  was  not  authorized 
in  the  first  place.  Both  building  improvements  were  so-called  "self-help." 
Unfortunately,  in  many  documented  cases  of  regulatory  and  statutory  violations, 
there  is  evidence  of  ignorance,  misinterpretation,  or  illegal  use  of  funds. 

In  many  cases,  responsible  officials  ignore  a  violation  and  continue  to  marirK. 
or  attempt  to  cover  it  up.  Should  installation  commanders  and  their  senior 
leaders  throw  up  their  hands  and  conclude  that  laws,  regulations,  and  computer¬ 
ized  systems  make  fund  usage  and  control  impossible?  Should  we  allow  congres¬ 
sional  leaders  and  Army  historians  to  write  that  "Army  commanders  have  lost 
their  ability  to  control  funds  and  render  accurate  stewardship  on  the  use  of 
those  funds?"  Hardly!  There  is  a  sound  system  for  control  and  use  of  resources 
but  it  requires  understanding,  command  direction,  and  timely  review  of  the 
actual  versus  the  programed  status  of  funds  by  the  commander  and  his  principal 
staff  officers. 


1-2.  HANDBOOK  OVERVIEW.  This  chapter  presents  an  overview  of  the  system 
available  to  installation  commanders  to  enable  them  to  control  and  spend 
Government  funds  properly  in  accomplishing  their  mission. 

a.  The  Army  installation  management  body  for  controlling  funds.  Finan¬ 
cial  management  is  a  commander's  responsibility.  It  cannot  be  delegated  to 
comptrollers  or  financial  managers  at  lower  levels.  To  aid  the  commander  in 
carrying  out  this  responsibility  there  is  a  Program  Budget  Advisory  Committee 
(FBAC)(see  fig.  1-1),  which  serves  to  assist  the  commander  in  determining  the 
priority  for  use  of  funds.  This  group  is  also  vital  in  the  critical  function 
of  reviewing  actual  use  of  funds  versus  programed  use  and  recommending  adjust¬ 
ments.  When  budget  analysts,  major  activity  directors,  and  installation 
comptrollers  know  that  the  deputy  commander  or  chief  of  staff  chairs  the 
Program  Budget  Advisory  Committee  and  hears  first  hand  the  rationale  leading 
to  decisions,  the  quality  of  fund  control  and  usage  is  improved  immeasurably. 

b.  Standard  fund  control  language.  The  Army  Financial  Management  Struc¬ 
ture  in  the  AF  37-100  series  provides  a  standard  language  for  fund  control 
that  extends  from  congressional  leaders  to  the  lowest  ranking  clerk  who  pre¬ 
pares  vouchers  for  payment  of  the  Army's  bills.  For  example,  it  soon  becomes 
common  knowledge  that  Program  7  is  for  the  supply  and  maintenance  of  the  Army. 
For  a  brief  rundown  on  all  the  operating  and  investment  funds,  see  chapter  2. 
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c.  The  current  philosophy  of  fund  control.  Commanders  may  delegate  the 
authority  to  establish  and  maintain  procedures  for  controlling  funds,  but  com¬ 
manders  are  never  relieved  of  their  responsibility  to  insure  that  procedures 
established  and  maintained  will  prevent  violations  of  laws  and  directives. 
Commanders  receive  their  authority  to  spend  public  funds  for  accomplishing 
their  mission  by  means  of  a  funding  authorization  document  (TAD).  At  that 
moment  Commanders  and  members  of  their  staff  who  have  been  delegated  fund 
control  responsibility  become  subject  to  AP  37-20,  "Administrative  Control  of 
Appropriated  Funds,"  which  is  the  Army's  implementation  of  Section  3679  of  the 
Revised  Statutes,  as  amended  (31  U.S.C.  665),  the  Anti-Deficiency  Act  (often 
referred  to  in  this  book  as  RS  3679).  The  main  features  of  AR  37-20  are  listed 
in  chapter  3,  but  suffice  it  to  say  at  this  point  that,  if  an  intentional  viola 
tion  of  RS  3679  is  proven,  those  responsible  are  subject  to  being  charged  with 
a  felony.  For  more  information  on  decentralizing  fund  control  to  the  major 
activity  directorate  level  on  Army  installations,  see  chapter  3. 

d.  Sources  of  assistance  to  commanders.  There  are  at  least  two  sources 
of  technical  assistance  available  to  the  commander  when  he  feels  that  an  inde¬ 
pendent  evaluation  of  an  activity  is  required.  These  sources  are  the  installa¬ 
tion  internal  review  auditors  and  command-requested  audits  performed  by  the  US 
Army  Audit  Agency.  These  are  discussed  more  fully  under  the  Real  Time  Audit 
and  Review  section  in  chapter  3. 

e.  Management  of  installation  operating  funds.  The  management  of  oper¬ 
ating  funds  at  installations  is  a  challenging  task.  This  handbook  discusses 
the  appropriations  received  at  installations  and  points  out  the  areas  where 
restrictions  or  other  directives  should  be  noted. 

f.  The  role  of  major  activity  directors.  Most  installations  throughout 
the  Army  are  organized  with  a  directorate  staff.  Very  little  of  the  money  re¬ 
ceived  to  operate  an  installation  will  be  spent  under  the  day-to-day  scrutiny 
of  the  commander.  Most  of  this  day-to-day  operation  will  be  under  *he  direc¬ 
tion  of  the  major  activity  directors  such  as  the  Director  of  Engineering  and 
Housing  and  the  Director  of  Industrial  Operations.  The  commander  must  insure 
that  funds  are  properly  controlled  within  each  directorate  to  which  authority 
to  spend  money  has  been  delegated.  For  more  information  on  directorate  opera¬ 
tions,  see  chapter  5. 

g.  Installation  budgeting.  An  installation  must  express  its  plans  for 
the  future  in  terms  of  the  amount  of  money  that  will  be  required  to  accomplish 
the  mission.  This  is  a  highly  technical,  strictly  time-controlled  process  that 
begins  at  the  lowest  level  at  which  funds  will  be  allocated  and  culminates  with 
the  final  approval  of  the  command  operating  budget  by  the  commander  following 

a  PBAC  recommendation.  The  details  of  this  budget  preparation  are  in  chapter  6 

h.  Purchasing  supplies  for  the  installation.  Each  year  the  installation 
spends  large  amounts  for  the  supplies  and  equipment  required  to  accomiplish  its 
mission.  The  timing  of  these  purchases  is  critical  from  two  aspects:  (1)  if 

a  shortage  occurs,  work  productivity  can  suffer;  and  (2)  the  ordering  cf 
supplies  must  be  watched  carefully  at  year-end.  Since  the  money  to  pay  fcr 
supplies  cannot  be  carried  over  to  the  next  year,  receipt  of  supplies  in  the 
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fiscal  year  in  which  they  were  ordered  is  extremely  important.  Supplies  planned 
for  receipt  in  the  current  year  but  not  received  until  a  later  year  can  cause 
a  lower  fund  usage  than  expected.  Supplies  that  are  received  in  the  current 
year  but  were  not  expected  until  the  next  fiscal  year  could  cause  an  overobliga¬ 
tion  or  funds.  A  more  detailed  explanation  of  purchasing  supplies  and  equip¬ 
ment  is  in  chapter  7. 

i.  Construction,  maintenance  and  repair.  Many  of  the  reported  RS  3C79 
violations  in  past  years  have  occurred  in  this  area.  Subjective  decisions  re¬ 
quired  in  work  classification  as  well  as  unauthorized  work  perform. ed  by  units 
cn  the  installation  that  the  post  engineer  learns  of  "after  the  fact"  make 
this  a  very  susceptible  area  for  violations.  The  Director  cf  Engineering  and 
Housing  (DL'H)  is  the  installation  commander's  day-to-day  manager  of  work 
projects.  Training  of  all  DEH  employees  and  awareness  programs  for  all  PEH 
customers  can  provide  greater  assurance  that  laws  ar.d  statutes  are  not  being 
broken.  More  information  and  a  chart  of  limitations  are  in  chapter  3. 

j .  Research,  development,  test  and  evaluation.  Speed  of  execution  and 
quality  are  essential  characteristics  of  Army  research  and  development .  Every 
authorized  action  should  be  taken  to  reduce  the  tire  required  to  satisfy  a 
materiel  requirement  or  nonmateriel  objective.  Funds  must  be  planned  and  prc- 
gramed  within  programing  guidelines  to  insure  the  proper  conduct  of  the  dev¬ 
elopment  effort.  For  more  on  this  subject,  see  chapter1  9. 

k.  Army  procurement  accounts .  The  reimbursable  (customer)  programs  for 
which  the  Army  is  responsible  are  a  multi-billion  dollar  operation.  Possibly 
the  most  damaging  of  all  factors  that  led  to  the  Army  program  and  fund  control 
problem  was  the  loss  of  control  over  customer  order's.  Customer  orders,  once 
officially  accepted  by  the  Army,  represent  authority  tc  incur  obligations. 

When  these  orders  change  or  get  lest,  duplicated,  or  cancelled,  they  impact  on 
the  Army's  reimbursable  obligaticnal  authority.  This  reimbursable  obligaticnal 
authority  becomes  an  integral  part  of  an  appropriation's  total  fund  availability. 
Consequently,  tight  controls  need  to  be  exercised  over  receipt  and  processing 

of  customer  orders  to  assure  they  are  valid.  The  customer  order  program  should 
be  given  the  same  management  emphasis  now  being  received  by  the  direct  Army 
program.  See  chapter  10  for  more  information. 

l.  Morale,  welfare,  and  recreational  services .  This  is  the  name  for 
activities  supported  by  nonappropriated  funds,  and  it  is  big  business  on  every 
Army  installation.  There  is  no  longer  a  complete  separation  between  appro¬ 
priated  and  nonappropriated  fund  (NAF)  management.  In  fact,  the  NAF  budget 
must  now  be  approved  by  the  PBAC  and  the  commander.  The  improper  combination 
of  nonappropriated  and  appropriated  funds  is  also  an  area  in  which  violations 
of  RS  367S  can  occur.  For  more  information  see  chapter  11. 

m.  Role  of  the  major  Army  commander.  The  major  command  (MACOM)  is  the 
Army's  intermediate  management  level.  It  is  the  command  responsible  for 
assignment  of  missions  to  subordinate  commands  and  allocation  of  resources  in 
support  of  these  missions.  For  additional  insight  into  the  role  of  the  major 
commander  in  the  financial  management  process,  see  chapter  12. 
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1-3.  SUMMARY .  This  chapter  has  provided  a  brief  overview  of  information  con¬ 
tained  in  the  remaining  chapters.  There  is  no  substitute  for  knowledge  of  the 
laws  and  directives  pertaining  to  fund  control,  and  there  is  no  commander  who 
can  be  safely  divorced  from  that  knowledge. 
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Chapter  2 


THL  ARMY  MANAGEMENT  STRUCTURE 


2-1.  CLNLRAL. 


a.  Tin-  mall:  objective  of  the  Army  Management  Structure  (AMS)  ’s  to  pro¬ 
vide  an  i n lepra  ted  structure  and  specific  definitions  for  use  at  all  levels  of 
command  to  control  programing,  budgeting,  accounting,  and  reporting  of  all 
resources  consumed  by  the  Army.  The  numbers  and  symbols  used  become  a  languar 
that  is  commonplace  today  and  is  required  to  describe  actions  taken.  THEREFOR 
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b.  All  financial  transactions  must  be  identified  as  to  the  source  of 
funding,  purpose  for  which  used,  and  nature  of  the  expense.  Each  of  these 
"levels"  of  information  can  have  either  congressional  or  regulatory  limitations 
applied.  This  chapter  will  describe  those  levels  of  information  and  the  general 
procedures  used  to  provide  the  authority  for  incurring  liabilities  against  the 
US  Government . 

2-2.  SOURCES  OF  FUNDING. 

a.  Congressional  appropriations.  Appropriations  are  the  primary  sources 
for  the  Army's  financial  requirements.  Appropriated  funds  are  functional  in 
nature.  The  principal  types  can  be  categorized  as  operation  and  maintenance 
funds,  military  personnel  funds,  and  investment  funds.  Another  category  is 
working  capital  funds,  which  are  established  for  a  unique  operation.  Specific 
coded  symbol  numbers  are  assigned  to  identify  the  type  of  funds  for  accounting 
and  reporting  purposes  only. 

b.  Operation  and  Maintenance  Appropriations.  The  following  appropria¬ 
tions  have  as  their  basic  objective  the  satisfaction  of  recurring  needs  of  the 
Army : 

(1)  Operation  and  Maintenance,  Army. 

(2)  Operation  and  Maintenance,  Army  National  Guard. 

(3)  Operation  and  Maintenance,  Army  Reserve. 

The  majority  of  the  fund  expenditures  from  these  appropriations  are  primarily 
used  for  the  payment  of  base  operations,  supplies,  and  contractual  services. 
These  appropriations  also  finance  the  procurement  of  some  small  capital  items 
and  some  minor  construction  costs. 

c.  Military  Personnel  Appropriations.  The  following  appropriations  are 
used  to  pay  for  the  military  manpower  costs  associated  with  the  Army's  force 
structure . 

(1)  Military  Personnel,  Army  (MPA) 

(2)  National  Guard  Personnel,  Army  (yep/) 

(3)  Reserve  Personnel,  Army  (RPA) 

These  appropriations  finance  the  pay,  allowances,  in'iv’duul  clothir.c ,  subsis¬ 
tence,  arid  permanent  change  of  station  travel  for  active  duty,  Nat  ‘or.  -.1  Guard , 
and  Reserve  personnel. 

d.  Investment  Appropriations.  The  following  appropriate :r.r  arc  used  tc 
finance  construction,  procurement,  and  development  costs. 

(1)  Military  Construction,  Army  (MCA) 
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(2)  Military  Construction,  Army  National  Guard  (MCARHG). 

(3)  Military  Construction,  Army  Reserve  (MCAR). 

(4)  Aircraft  Procurement,  Army  (APA). 

(5)  Missile  Procurement,  Army  (MPA). 

(6)  Procurement  of  Weapons  and  Tracked  Vehicles,  Army  (PWTVA). 

(7)  Procurement  of  Ammunition,  Army  (PAA). 

(6)  Other  Procurement,  Army  (OPA). 

(9)  Research,  Development,  Test  and  Evaluation,  Army  (RDTE). 

These  funds  are  used  for  construction  and  to  purchase  major  items  of  equipment 
ranging  from  tanks  to  chemical  defensive  equipment  on  the  one  hand  and  for 
research,  development,  and  testing  of  items  not  yet  designated  for  procurement 
on  the  other  hand. 

e.  Working  Capital  Funds.  These  funds  are  theoretically  a  self-sustain¬ 
ing  means  for  conducting  and  supporting  a  specific  type  of  operation.  Two 
examples  are: 

(1)  Army  Stock  Fund. 

(2)  Army  Industrial  Fund. 

2-3.  OBLIGATION  LIFE. 


a.  An  obligation  is  the  action  taken  to  establish  a  liability  against 
the  US  Government  that  will  ultimately  result  in  a  disbursement  from  the  US 
Treasury.  Certainly,  the  dollar  amount  established  by  Congress  for  a  particu¬ 
lar  appropriation  limits  the  amount  of  total  obligations  that  may  be  incurred. 
However,  a  time  factor  may  also  limit  the  availability  of  an  appropriation  for 
obligations.  In  this  regard,  an  appropriation  may  be  referred  to  as  an  annual, 
a  multi-year,  or  a  no-year  appropriation. 

b.  An  annual  appropriation  is  available  for  incurring  obligations  only 
during  the  one  fiscal  year  (that  is,  1  October  through  30  September  of  the  suc¬ 
ceeding  year)  specified  in  the  appropriation  act.  The  operation  and  maintenance 
funds  at  an  installation  are  a  portion  of  an  annual  appropriation. 

c.  A  multi-year  appropriation  is  available  for  incurring  obligations  for 
a  definite  period  in  excess  of  j  fiscal  year.  The  RDT&E  and  procurement  appro¬ 
priations  are  multi-year.  Their  programs  may  be  obligated  for  2  and  3  years, 
respectively. 

d.  A  no -year  appropriation  is  available  for  incurring  obligations  for 
an  indefinite  period  of  time,  until  exhausted,  or  until  the  purpose  for  which 
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appropriated  has  been  acccir.pl 'shed .  The  Army  Industrial  Fund,  is  a  r.o-ye-'-r 
appropriation . 

2  -  4 .  PROGRAM  STRUCTURE . 

a.  Within  the  appropriations,  various  budget  programs  ha"e  sen  /:■*■. 
lished.  These  programs  become  the  focal  p.cint  around  which  the  finer/.. ib 
agerrent  cycle  revolves.  The  preplans  are  formally  structured  for  error.:. 
direction  and  control  cf  Army  activities.  Ir.stal  laticn  managers  e  r<: 
to  budget,  control,  and  report  the  use  of  financial  resources  it.  r. 

Army  programs . 


b.  The  Army  Management  Structure  is  designed  tc  confer:*.  ~c 
rent  cf  refer.se  Structure  of  the  Five  Year  Defense  Trcgra:;  .  The  foi . . 
programs  current: v  comprise  the  program  structure  and,  az  evidence:  ! v 
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2-5.  ELEMENTS  OF  EXPENSE.  An  element  of  expense  reflects  *iie  r.atu:  e  of  the 
goods  or  services  being  procured,  or  performed,  as  distinguished  ri  or.,  the  bud¬ 
get  program  for  v;hich  obligations  are  incurred.  Examples  are  civilian  Tabor, 
temporary  duty,  rents,  and  contractual  services.  The  Army  accounting  system 
records  these  expenses  against  the  designated  program  of  the  Army  Management 
Structure.  Elements  of  expense  categories  commonly  used  at  the  install'.*  ion 
level  are  identified  in  figure  2-2. 


2-6.  INSTALLATION  FUNDS.  The  authority  to  use  certain  funds  is  provided  by 
regulation  or  by  a  funding  document.  In  the  case  of  military  pay,  for  example, 
the  use  of  the  Military  Personnel,  Army  appropriation  is  administered  under  ar. 
open  allotment  system  as  authorized  Army-wide  by  AP.  37-100-XX  (The  Army  Manage¬ 
ment  Structure )( i . e . ,  PCS  travel,  separation  allowance,  etc.).  If  not  author¬ 
ized  by  regulation,  then  the  authority  to  use  an  appropriation  must  be  provided 
on  a  funding  document .  This  is  referred  to  as  receiving  an  allotment  of  funds. 
Figure  2-3  illustrates  that  an  installation  may  receive  more  than  one  allotment 
from  different  funding  sources.  These  are  called  "specific  allotments."  The 
responsibilities  connected  with  the  receipt  of  an  allotment  are  discussed  in 
chapter  3. 
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Chapter  3 

CONTROL  OF  FINANCIAL  RESOURCFS 
SECTION  I.  INTRODUCTION 

3-1.  GENERAL.  This  chapter  discusses  current  principles,  rules,  and  philoso¬ 
phies  for  preventing  violations  of  laws  and  directives.  While  commanders  nay 
delegate  authority  for  controlling  "funds,”  they  retain  responsibility  for  in¬ 
suring  that  procedures  are  established  and  maintained  which  will  prevent  the 
violation  of  laws  and  directives. 

3-2.  AIDS  FOR  CONTROLLING.  An  understanding  of  the  material  in  this  chapter 
and  thoughtful  application  of  the  checklist  at  the  end  of  this  chapter  will 
help  the  commander  carry  out  his  financial  responsibility  more  effectively. 

The  checklist  can  be  used  co  insure  that  critical  questions  are  resolved  tc 
the  commander's  satisfaction  as  local  procedures  are  developed.  A  set  of 
simplified,  informal  formats  by  which  the  commander  can  monitor  the-  c-xecuticn 
of  the  budget  follows  the  checklist  (fig.  3-6,  3-7,  and  3-8  at  end  of  chapter). 

SECTION  II.  FUND  DISTRIBUTION 

3-3.  CONCEPT  OF  FUND  DISTRIBUTION. 


a.  The  use  of  the  term  "funds"  implies  that  authority  tc  create  obliga¬ 
tions  against  the  US  Government  has  been  granted.  An  obligation  is  an  action 
that  will  really  bind  the  Government  to  pay  a  known  or  estimated  amount.  Dis¬ 
tribution  of  funds  is  any  documented  action  that  makes  funds  available  for  ob¬ 
ligation.  This  distribution  is  made  in  a  stated  amount  for  specific  purposes 
and  to  a  specific  organization. 

b.  The  commander's  authority  to  incur  obligations  will  be  received  on 

a  Funding  Authorization  Document  (FAD)  specifying  the  appropriation  and  budget 
programs  for  which  the  funds  may  be  used  and  imposing  both  administrative  and 
legal  restrictions  and  limitations.  This  process  is  used  to  facilitate  control 
over  funds  and  the  reporting  of  violations  of  laws  and  directives. 

2-’-.  BASIC  POLICIES  OF  FUND  DISTRIBUTION. 


a.  Although  distribution  of  funds  is  a  means  of  controlling,  obligations 
and  fixing  responsibility,  the  policy  is  to  minimize  the  formal  distributi". 
and  finance  an  operation  at  the  highest  practicable  level.  The  Military  Per¬ 
sonnel,  Army,  appropriation,  for  example,  is  held  and  controlled  central Iv  at 
HQ DA .  The  Operation  and  Maintenance,  Army  appropriation,  cn  the  other  hand, 
by  necessity,  is  formally  distributed  through  the  major  commands  -c  t'c 
installations  and  decentralized  for  control. 

b.  Tc  achieve  the  Army's  objective  of  integrating  progr am ' ng ,  ."cigeting, 
and  financial  control  in  one  financial  management  s;.  stem,  the  pri:  m  ai  respon¬ 
sibilities  for  financial  control  nurt  be  decentralized  nr,'  al  irr.-e  \  *ih  mar  are - 
merit  responsibilities.  At  installations  this  requires  ::  axirrur  .•  ver.rr  F*  •’  r. 
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of  financial  controls  to  major  activity,  activity,  or  possible  subactivity 
directors. 

c.  Financial  restrictions,  administrative  limitations,  and  operating 
expense  targets  within  which  activities  and  subactivities  must  operate  will 
be  established  by  the  installation  commander.  The-/  will  provide  the  founda¬ 
tion  for  installation  resource  control.  The  trend  toward  more  numerous  and 
complex  programs  emphasizes  the  need  for  effective  decentralization  of  finan¬ 
cial  controls.  Most  of  the  limitations  found  on  the  FAD  can  be  controlled  only 
by  the  activities  responsible  for  initiating  actions  that  result  in  the  con¬ 
sumption  of  resources. 

d.  Expense  limitations  are  dollar  amounts  established  at  the  installation 
to  insure  compliance  with  restrictions  on  funding  authorization  documents  and 
program  objectives  prescribed  by  higher  headquarters.  They  will  serve,  along 
with  procurement  programs,  as  the  mechanism  for  expressing  the  level  at  which 
each  activity  will  be  financed.  These  limitations  will  be  established  at  the 
highest  level  practical,  thus  allowing  maximum  flexibility  and  authority  for 
activity  and  subactivity  directors  to  administer  their  portions  of  the  cur¬ 
rent  operating  programs. 

e.  Although  expense  limitations  will  be  used,  they  should  not  be  em¬ 
ployed  in  such  a  manner  as  to  increase  the  number  of  fund  subdivisions  subject 
to  RS  3679.  They  should  be  issued  as  operating  expense  targets.  However,  em¬ 
phasis  should  be  placed  on  the  fact  that  major  activity,  activity  or  subacti¬ 
vity  directors  should  not  exceed  those  targets.  A  target,  in  itself,  does 
not  constitute  a  fund  limitation  under  AP  37-20  (Administrative  Control  of 
Appropriated  Funds).  Each  operating  official  should  recognize  that  exceeding 
that  target  may  result  in  an  overobligaticn  at  the  appropriation  level  or  cf 
the  total  included  in  the  funding  document,  either  of  which  would  be  a 
violation  of  RS  3679  and/or  AR  37-20. 

SECTION  III.  ANTIDEFICIENCY  ACT 


3-5.  GENERAL. 


a.  Purpose .  The  commander  who  receives  a  funding  document  authorizing 
him  to  incur  obligations  is  at  that  moment  subject  to  AR  37-20,  the  Army's 
implementation  of  RS  3679.  RS  3679  prohibits  any  officer  or  employee  from 
authorizing  obligations,  disbursements,  or  further  distribution  in  excess  of 
the  amount  of  funds  made  available  to  him.  This  provision  is  enforced  by 
severe  penalties,  which  include  suspension;  removal  from  office;  or,  if  done 
knowingly,  a  $5,000  fine  and/or  imprisonment  for  not  more  than  2  years.  At 
figures  3-1  and  3-2  are  the  salient  provisions  of  RS  3679  and  what  constitutes 
a  violation  according  to  AR  37-20.  The  content  of  RS  3679,  DODI  7200.1,  and 
DA  implementing  instructions  are  published  in  AR  37-20.  All  officers  and  em¬ 
ployees  who  are  authorized  to  control  funds  and  cause  obligations  to  be  incurred 
must  be  thoroughly  acquainted  with  AR  37-20. 

b.  Prevention .  It  behooves  the  commander  to  call  upon  both  internal 
and  external  audit  and  review  capabilities  to  insure  that  his  command's  proce¬ 
dures  timely  and  accurate.  This  is  done  by: 
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di r-ctors  to  review  obligations  for 
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( 1)  I1  irec  tin?  ::.t  jor  *  I  v '  t  y 
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(?)  Establishing  clear  line;;  of  authority  and  responsibil 

(3)  Arranging  for  financial  audits  by  the  installation's 
review  auditors. 

(4)  Insuring  positive  response  and  follow-up  to  audit,  as 
and  inspection  findings  from  such  agencies  as  the  Army  Audit  Agency, 
Army  finance  and  Accounting  Center, and  major  command  headquarters. 
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PROVISIONS  OF  SECTION  3679,  REVISED  STATUTES 


1.  Forbids  any  officer  or  employee  of  the  Government 
from  making  or  authorizing  an  obligation  in  excess 
of  the  amount  available  in  an  appropriation  or  in 
excess  of  the  amount  permitted  by  agency  regulations. 

2.  Provides  a  penalty  for  a  violation:  The  person  who 
caused  the  violation  may  be  subject  to  discipline, 
to  include  suspension  without  pay  or  removal  from 
office.  If  action  is  done  knowingly  and  willfully, 
the  person  may  be  fined  up  to  $5000,  imprisoned  for 
not  more  than  2  years,  or  both. 

3.  Forbids  involving  the  Government  in  any  contract  or 
obligation  to  pay  money  in  advance  of  appropriations. 

4.  Requires  apportionment  by  months,  quarters,  or  other 
regular  periods;  by  activities  or  functions;  or  com¬ 
bination  of  both  methods. 

5.  Stipulates  that  the  head  of  each  agency  will  issue 
regulations  setting  up  a  system  of  administrative 
controls  designed  to  do  two  things:  first,  to  keep 
obligations  within  the  amount  of  apportionment;  and 
second,  to  enable  the  agency  to  fix  responsibility 
for  making  obligations  in  excess  of  the  apportionment 


THE  ARMY’S  IMPLEMENTING  REGULATION  IS 
AR  37-20 
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VIOLATIONS  OF  RS  3679 
A  VIOLATION  WILL  OCCUR 


1.  When  any  action  results  in  an  overdistribution,  overob¬ 
ligation,  or  overexpenditure  of  funds  in  any  appropriation 

or  subdivision  thereof  or  exceeds  any  statutory  or  administra¬ 
tive  limitation  that  may  be  applied  in  conjunction  with  a  par¬ 
ticular  fund. 

2.  When  any  officer,  enlisted  person,  or  civilian  involves 
the  Government  in  a  contract  or  obligation  either  in  advance 
of  appropriations  or  without  adequate  funding  authority. 

3.  When  obligations  or  expenditures  are  in  excess  of  the 
Annual  Funding  Program  plus  reimbursable  orders. 

4.  When  an  accounting,  clerical,  recording,  or  reporting 
error  leads  to  an  actual  overobligation  or  overexpenditure. 

5.  When  trying  to  avoid  an  overobligation  or  overexpendi¬ 
ture  by  failure  to  post  to  accounting  records;  by  a  delay 

in  posting  until  funds  are  received;  by  not  properly  charg¬ 
ing  the  appropriated  fund;  or  by  transferring  charges  or 
funds  between  accounts. 

6.  When  a  withdrawal  of  funds  is  in  excess  of  available 
balances.  The  person  who  authorized  or  directed  the  with¬ 
drawal  will  be  held  responsible  for  the  violation. 

7.  When  funds  are  exceeded  because  of  inaccurate  esti¬ 
mates  of  obligations  or  failure  to  reserve  sufficient 
funds  to  cover  contingencies. 


SECTION  IV.  REAL  TIME  AUDIT  AND  REVIEW 


3-6.  CENTRAL.  A  financial  management  philosophy  is  illustrated  in  figure  1-7. 
The  philosophy  simply  states  that,  during  the  period  of  execution  cf  any 
financial  program,  all  personnel  involved  in  the  execution  of  that  program 
will  recognize  and  perform  their  duties  in  a  prudent  manner.  It  is  net  a  job 
solely  for  auditors;  it  is  the  responsibility  cf  all  managers. 

a.  Real  Time  Audit  and  Review  is  ultimately  the  responsibility  of  the 
commander  and  his  principal  advisor  for  financial  management,  the  comptroller. 
They  are  supported  in  their  responsibilities  by  the  sever:  control  elements 
shown  in  figure  3-3. 

b.  The  proponent  is  the  basic  operator  of  a  function,  whose  action  or 
inaction  may  result  in  financial  management  problems.  The  proponent  could  be 
the  personnel  officer,  the  supply  officer,  the  engineer,  or  similar  officials 
charged  with  management  responsibilities.  I be  program  director  is,  ir.  most 
cases,  the  proponent's  supervisor  and  he  must  actively  review  periodic  reperts 
on  the  proponent's  accomplishments  for  timeliness,  fulfillment  of  programed 
objectives,  ard  adherence  to  prescribed  directives  and  policies.  When  there 
are  shortcomings  in  these  areas,  the  program  director  is  responsible  for  in¬ 
vestigating,  either  directly  with  the  proponent  or  with  the  finance  and  ac¬ 
counting  officer.  Sometimes  deficiencies  in  a  program  director's  supervision 
and  lack  cf  awareness  of  financial  controls  by  the  proponent  combine  to  create 
serious  problems  that  can  result  ir.  RS  36  79  violations. 

c.  The  commander  has  a  financial  management  ''troubleshooter"  cr  ills  own 
staff  to  whom  he  can  tun.  to  for  review  of  appropriated  fund  areas  ir.  which 
problems  exist  or  are  anticipated  and  to  audit  nonappropriated  fund  organiza¬ 
tions.  This  troubleshooting  furcti^r  is  provided  by  Internal  Review  (IP),  a 
staff  composed  of  trained  auditors.  Maximum  use  should  be  made  cf  IR  surveys, 
reviews,  and  audits  in  all  financial  areas  cn  the  installation.  IR  staffs  can 
assist  in  the  evaluation  of  newly  developed  systems,  financial  and  otherwise, 
and  determine  the  adequacy  of  internal  controls.  Audits  should  provide  a 
complete  analysis  of  findings,  including  their  expected  impact  on  current 
operations . 


d.  The  finance  office  has  its  owr.  audit  staff  in  the  form  of  the  Quality 
Assurance  Section.  Up  until  the  present  thrust  in  financial  management,  the 
Quality  Assurance  Section  had  been  understaffed  and  had  devoted  much  of  its 
effort  to  military'  pay.  Now,  comptrollers  are  being  asked  to  upgrade  quality 
assurance  and  direct  its  efforts  into  the  difficult  area  of  accounting,  where 
they  could  be  used  to  review  financial  reporting  and  unliquidated  obligations. 


e.  External  to  the  installation  are  the  Army  Audit  Agency  (USAAA)  and 
DA  accounting  assistance  tc-ams  from  the  US  Army  Finance  and  Accounting  Center 
(USAFAC)  and  major  commands.  It  was  the  USAAA  under  the  direction  of  the 
Assistant  Secretary'  of  the  Army  for  Financial  Management,  that  bro  ..■’-t  to  light 
the  massive  problems  in  the  customer  order  program.  The  USAAA  has  also  switched 
its  emphasis  from  weapons  systems  audits  to  financial  audits.  The  Army  plans 
to  operate  a  balanced  audit  program  contingent  upon  management  and  user  needs. 
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The  USAAA  will  provide  aud.it  assistance  to  installation  commanders  in  the  form 
of  Ccr.r. drier '  P.equest  Audits  (reference  para  14b,  AF.  36-5  (Auditing  Service 
in  the  Departs ent  of  the  Amy)).  Installations  may  request  this  assistance 
directly  from  the  AAA  Pistrict  Office  responsible  for  their  geographical  area. 
These  dlstric-  offices  are  identified  in  the  appendix  to  AR  36-5.  Department 
of  the  Army  f  nance  and  Accounting  Assistance  teams  from  the  I’SAFAC  make 
recurring.  vie  '.  ts  tc  assist  the  installation  in  all  aspects  of  finance  and 
accounting  opt  rations  to  include  nonappropriated  fund  accounting.  The  report 
of  fir.  lings .  recommendations  and  detailed  checklists  are  furnished  tc  the  MACOM 
and  its tallat ' sns  for  use  ir.  their  Financial  Management  Improvement  Program. 
3ir.ee  these  a  ;  solely  assistance  visits,  nc  response  is  required. 

Last  in  the  Real  Time  Audit  and  Review  scheme  of  control  is  the 
respor.s: hilif  of  the  Inspector  General  ( TG)  to  take  a  hard  look  at  how  all 
elements  r>x.  t:  i  installation  conduct  financial  management . 

r.  The  Installation  is  not  without  financial  defenses  under  the  concept 
of  Real  Time  ;dit  arc!  Review.  Besides  being  able  to  seek  the  advice  of  the 
comptroller.  *  ,e  resourceful  commander  can  look  to  responsible  elements  from 
the  proponent  to  the  IC  to  function  in  an  active  review  system. 


FINANCIAL  MANAGEMENT  IMPROVEMENT  PROGRAM 
REAL  TIME  AUDIT  AND  REVIEW 


Figure  3-3 
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SECTION  V.  FUND  CONTROL 

3-7.  RESPONSIBILITY  OF  THE  MAJOR  ACTIVITY  DIRECTORS.  As  mentioned  in  section 
II,  after  the  quarterly  receipt:  cf  funds  at  the  installation,  the  issuance  of 
budgetary  allowances  or  targets  to  the  major  activity  directors  charges  them 
with  the  following  responsibilities: 

a .  Cert ifying  that  funds  are  available  when  initiating  a  financial 
transaction .  Before  an  obligation  of  funds  can  be  incurred,  there  must  be 
sufficient  funds  to  cover  the  obligation.  Under  decentralized  fund  control,  a 
major  activity  director  who  is  issued  a  target  would  be  given  written  fund  cer¬ 
tification  authority.  However,  there  may  be  rimes  wThen,  for  reasons  of  very 
tight  control,  the  certification  responsibility  is  centralized.  This  could 
occur  for  a  particular  expense  with  a  severe  restriction.  The  main  idea  is  to 
fix  responsibility  for  insuring  that  the  obligation  authority  is  not  exceeded. 
This  is  the  first  important  step  in  fund  control.  Before  an  official,  such 

as  the  contracting  officer,  can  proceed  with  letting  a  contract,  he  must  receive 
from  his  major  activity  director  a  purchase  request  certifying  that  funds  have 
been  made  available.  It  is  imperative  then  that  the  person  charged  with  certi¬ 
fication  authority  knows  the  balance  of  his  available  funds. 

b .  Knowing  and  verifying  the  status  of  unliquidated  obligations.  Unliq¬ 
uidated  obligations  are  obligations  incurred  as  a  result  of  issue  of  a  supply 
item  by  the  stock  fund  or  ordering  a  service,  but  for  which  payment  has  not 
been  made.  The  emphasis  on  decentralized  control  must  be  accompanied  by  an  in¬ 
creased  emphasis  on  the  prompt  and  accurate  recording  of  obligations.  Following 
this  is  the  review  of  unliquidated  obligations — accomplished  by  a  direct  and 
open  communication  between  the  finance  and  accounting  office  and  the  major 
activity.  The  finance  and  accounting  officer  does  not  have  authority  to  uni¬ 
laterally  make  an  adjustment  affecting  funds  except  adjustments  resulting  from 
processing  disbursement  vouchers,  he  must  have  an  action  document  from  the 
activity.  The  accounting  records  are  the  source  from  which  the  management  data 
are  derived,  but  verification  of  the  unliquidated  obligations  is  accomplished 

by  the  activity.  The  recording  of  obligations  requires  supporting  documentaticr, 
and  is  subject  to  laws  and  rules  which  vary  by  type  of  expense.  Anyone  author¬ 
izing  or  reviewing  obligations  must  know  these  rules  because  the  point  in  time 
and  the  amount  to  be  recorded  must  conform  to  the  rules.  As  an  example,  an 
obligation  for  TDY  is  recorded  with  an  estimated  amount  and  then  must  be  ad¬ 
justed  to  equal  the  actual  amount  of  per  diem  and  travel  allowance  computed 
at  time  of  settlement.  This  process  is  simple  enough  until  the  travel  is  can¬ 
celled  and  the  finance  office  is  not  notified,  or  until  a  traveler  fails  to 
file  a  claim  for  reimbursement.  Verification  by  both  the  finance  and  account¬ 
ing  office  arid  the  major  activity  is  necessary  to  insure  that  funds  are  both 
available  and  controlled.  AR  37-108  requires  that  unliquidated  obligations  by 
reviewed  each  4  months.  The  Internal  Review  Division,  Comptroller  Office,  may 
assist  in  this  validation  process  for  obligations. 
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SECTION  VI. 


REIMBURSEMENT  PROGFAM.1 


3-r .  GENERAL .  Financial  programs  at  an  installation  will  also  involve  pro¬ 
viding  support  in  terms  of  goods  and  services  to  individuals,  certain  activi¬ 
ties,  and  tenant  organizations.  Some  of  this  support  is  provided  on  a  reim¬ 
bursable  basis,  which  means  that  although  the  support  is  initial ly  provided 
using  mission  funds,  the  customer  will  reimburse  the  installation  through  a 
billing  procedure.  This  section  will  explain  the  fundamentals  of  reimburse¬ 
ment  programs  at  an  installation,  the  impact  of  those  programs  on  the  total 
obligation  authority,  and  the  methods  for  financing  a  remote  activity. 

3-1.  Fli.'.uiCi.'.:.  AUTHGRIZAT  IONS .  Tne  authority  to  provide  goods  and  services 

on  a  reimbursable  basis  must  be  included  on  the  funding  document  received  at 
an  installation.  There  are  two  types  of  reimbursements  (automatic  and  funded) . 

Automatic  reimbursements  are  reimbursements  to  appropriated  funds  that  are 
budgeted,  controlled,  and  accounted  for  at  the  level  of  perf orraance — normally 
the  installation.  Funded  reimbursements  are  those  controlled  at  higher  levels 
even  though  the  installation  provides  the  support.  Figure  3-4  depicts  the 
types  of  financial  authorizations  that  are  available  to  the  installation. 
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OF  FINANCIAL  AUTHORIZATIONS 


3-ic.  iliicliij  or  re rMhURShMinT  p-jgk^hg.  The  au 
:iutc  .atic  reimbursement:-  ,  in  essence ,  constitutes 
]■  to  jr,;  tlude  "r orrowinr"  from  .direct  mi -is 
or  poods  r-t : i ; I  ..urvices  provided  to  r-_-  imbur sable  act 
pro  roam  il1 ows  the  installation  to  increase  its  fa 
tor  specific  '  urpecs.  The  control  ..rocedur-  ..  fur 
chn.  t‘-'-r  5,  api'l”  to  those  additional  funds  g-nerat 
the  reimbursement  :  rogram  as  well. 


nomination  for  funded  and 
iditional  resources  that  are 

on  funds  to  finance  the  cost 
•f  ties.  The  reimburs--  m-nt 
is  available  for  ol-li  r  at  i  or. 
i r act  f  and  . ,  13. cus  •_•  i  ir. 

i  at  the  installation  thi  cup 


3-II.  IMdAWT  id  uiLiCAT-i  jN  AdTh  I  To  increas-  the  total  funds  ava:3:.bl 

:  iratisr.  legaliv,  there  must  a  document  i  reimbursable  ordur  fro;-, 

a  "customer."  The:  amount  of  tine  order  received  and  tner:  earned  (actual  i sl¬ 
iver-:  of  ;u:  •  :  or  services.)  is  tire  amount  that  tu  .  installation’s  total  of  - 


lira  tier.  uu"..ority  may  be  incr-.a  i .  ince  the  or  ,er  is  normal!  v  an  est  ins- 
th-  :esi  of  .mods  or  .-ervices  provicird  is  accumulated  to  determine  the  actua 
a mount  •.•am  ad .  The  est  banted  amount  must  oe  adjus"sd  to  •equal  the  actual 
•amount  >3r:ri.  which  is  the  -..urns  3  reimbursement.  ’-'allure  to  do  so  could 
sauce  the  balance  of  available  funds  to  be  oversta.ed,  which  in  turn  could 
lead  to  an  ov-robl  igat: on .  Documented  cases  exist  in  which  this  very  point 
was  the  cause  of  a  violation  of  IS  3673.  As  an  -r  t  i  t;c  under  stand  inr  how  :ir- 


o.  ->rd*.  i  of  the  reimburscr-nt  ;  rograr.s.  will  inert  use  total  old  1  pat  ion  autuo 
itv,  figure  3-f  illustrates  that  cert  -in  stops  mu :  e  followed  and  certain 
'.fa, ex:  :.t. 


j-12.  n.’i.u'iir  31'  J  uid  IhSEMsbl  ACTIVT’i  Ihb_.  A  :  u.ndod  •  a  I.iabursemont  activity  .in 


on-i 

’  ...b,  * 

oh  the  revenue,  produced  ir-  cc-ll 

rm  to,  |  > 

•  i  13  A 

, i g e nev,  or  D 0 D  a gene y , 

in 

1  no  cm  : 

-  of  Foreign  Military  wale  1 .  for 

mi  riti'U) 

■  rent 

to  DA.  Therefore , 

fun 

,  n  ■  i '  ■  j 

received  back  at  the  installation 

'.o  nun: 

1  *  b 

e  operations  of  ‘hat 

act 

ivity . 

Example::  of  fund-:]  reimbursement 

act i vi ‘ 

*  •  -  n  -xr 

o : 

a . 

T  i rr: h r  r  ; 'i a r v ■ . :  1;  iiig . 

t . 

d-rvic-w  or  supplies  furnished  forces  -l 

Indiv ' 

duals  of  foreign 

b,OV 

h-nnr:mvt 

for  which  collections  are  not  m. 

ade  loc 

.  Lly . 

.Laundry  and  dry-cleaning  services 

l  urnish 

•u  to  ‘ 

udividuals  foi  which 

the 

coll---. 

■  ion  Is  dodu'..  fed  from  the  service 

membe - 

'  wav. 

3-13.  AUT OKATI Q.  REIMBURSEMENT  ACT IV U J C*L>  An  au'  omatic  roimbur cement  act  ivity 
is  one  in  -which  the  revenue  earned  by  that  activi-'  :•-  o-llected  by  the  instal- 
la;'o:..  examples  of  automatic  reimbursement  act  iv  I .  i  0  are: 

a.  Laundry  and  dr  vc  lean  in.'  servicer.  1  'amis!,  u  to  individuals  on  a  cash 
col  1  act  x  on  bar,  i  -. . 

!  .  Medical  *.er vices  furni  h  1  to  certain  s  -her  rued  patients. 

c.  erv ’ces  provided  to  ten  i:.t  1  r  -11  i f  •  act  ivlties  that  are  financed 
by  another  appropriation. 
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STAGES  OF  REIMBURSEMENTS 
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SECTION  VII.  FINANCING  REMOTE  ACTIVITIES 

S-’.-'i.  'ENERAL .  Often  an  installation  requires  funds  to  finance  a  unit  or 
«iCt ivity  that  is  not  located  at  the  installation.  Even  though  distance  sepa¬ 
rates  the  two  and  the  remote  activity  depends  on  another  installation  for  sup¬ 
er  t,  the  home  installation  has  operational  control  and  the  respons it  5 1 i tv  of 
inane ing  the  operating  expenses  of  the  remote  activity. 

3-15.  CjNTRuL . 


a.  Distance  becomes  a  critic.*. I  tact  it  because  it  increases  the  time 
needed  to  re-erd  and  maintain  the  ac-arat.  status  of  obligations  incurred  on 
behalf  of  a  remote  activity.  Basically,  there  are  four  methods  that  may  be 
employed  to  provide  financial  support.  The  one  selected  must  provide  the 
nest  support  for  the  given  situation.  These  four  methods  are  as  follows: 

(1)  Direct  fund  cite.  This  authorizes  a  supporting  installation 
to  cite  the  home  installation's  funds  on  a  document  cr  contract,  usually  not 
to  exceed  a  specific  amount.  It  is  c  Jr.z  idered  to  be  an  expedient  method  for 
one- time  transactions  but,  because  cf  minimal  documentation,  is  not  conducive 
to  good  fund  control. 

(2)  Advice  of  obligation  authority  (ADA).  This  authorizes  a  sup¬ 
porting  'Installation,  the  remote  activity,  or  an  individual  to  obligate  the 
none  installation's  funds  during  a  specific  period,  net  to  exceed  a  specific 

c  urn -la  t  amount.  The.  purpose  for  wri.ch  issued  must  be  specified  along  with 

tne  time  period  and  the  total  dollar  amount.  The  dollar  amount  specified  on 
the  ADA  is  a  ceiling  subject  to  the  provisions  of  ES  3679. 

(3)  Suballotment.  This  transfers  a  portion  of  the  home  installa¬ 
tion's  funds  to  the  supporting  installation.  This  decreases  the  home  instal- 
.  'Vico's  obligation  authority  and,  In  essence,  removes  the  home  installation 
f: -ct  the  direct  management  of  those  funds. 

( 4 1  Reimbursable  order.  This  is  a  request  for  services  based  on 
t  *‘irr  agreement  between  two  installations.  The  supporting  installation  will 
its  funds  to  provide  services  to  the  remote  activity- (up  to  the  amount 
' va ted  on  the  reimbursa:  be  order) -and  then  "bill"  the  home  installation. 

L.  Common  an  i  ritieal  to  ail  of  the  above  procedures  is  the  require¬ 
ment  that  the  method  -elected  for  controlling  funds  must  be  specified  in 
wr i t ing  a nd  signed  by  the  specific  responsible  fund  control  officers  at  both 
the  home  and  remote  stations. 
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FINANCIAL  CONTROL 
CHECKLIST 


To  Whom 
Addressed 

Major  1. 

Activity 
Director 
(NAD 


Corr.pt 

Compt 

3 

Ccm.pt 

4 

NAL 

5 

Compt 

{, 

Compt 

7 

Comp  t 

3 

Compt 

9 

NAD 

RAO 

MA  D 

11 

Compt 

12 

Compt 

MAD 

13 

Compt 

MAD 

14. 

How  do  you  insure  that  your  personnel  are  familiar  with  the 
various  levels  at  which  appropriated  funds  constraint'  art- 
imposed?  What  action  must  be  taken  when  total  rund  authoriza¬ 
tions  are  less  than  total  budget  requirements? 

Do  you  require  all  personnel  involved  in  funds  distribution, 
control,  or  certification  to  read  AR  37-20,  and  AR  37-21 
annually? 

How  has  the  responsibility  for  fund  control  been  defined--by 
individual  or  position? 

What  is  the  orientation  program  for  an  individual  newly  ap¬ 
pointed  to  a  position  of  fund  control? 

What  individuals  are  identified  to  certify  fund  availability 
before  authorizing  an  obligation? 

What  key  financial  management  indicators  are  included  in  the 
command  review  and  analysis?  Do  the  major  activity  director- 
present  their  portions? 

'Who  has  overall  responsibility  for  administrative  control  of 
funds  at  the  installation?  Has  the  responsibility  been  dele¬ 
gated  in  writing? 

How  do  you  specify  that  major  activity  directors  will  not  ex¬ 
ceed  their  allowances  or  targets  without  prior  approval?  What 
action  must  be  taken  when  allowances  or  targets  are  insufficient 

What  local  directive  establishes  financial  control?  Does  it 
require  the  timely  processing  and  recording  of  financial  data? 

How  are  recorded  obligations  being  reviewed  to  insure  validity? 

How  is  an  obligation  authority  affected  by  reimbursement  program 

What  is  Internal  Review  doing  to  insure  compliance  with  regula¬ 
tions,  directives,  ceilings,  floors,  or  other  limitations? 

How  are  the  commander's  financial  management  objectives  defined 
and  given  priority? 

Is  economic  analysis  and  program  evaluation  being  used  a  an  aid 
to  decisionmaking?  (See  chapter  12,  para  12-5), 
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COMMANDERS  REAL  TIME  BUDGET  EXECUTION  REVIEW  GUIDE 

_ (EXAMPLE) _ 

APPROPRIATION  _ 

PROGRAM  _ _  ($000) 
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COMMANDERS  REAL  TIME  BUDGET  EXECUTION  REVIEW  GUIDE 
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(1)  Average  actual  cost  from  the  beginning  of  the  Fisca 

(2)  Projected  program  for  the  3  months  following  the  da 

(3)  Projected  program  for  the  remainder  of  the  fiscal  y 

(4)  Annual  Funded  Program  less  amounts  entered  at  ( 1 ) , 


ihii'ti- •!’  4 


:  ii  '  A I  liA'i 


r;n: 


4-2.  . 
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One  of  t!.-'  erof!.-i:is  with  r  in  ansi  i]  :  ;■  .  i : .  r  .  ■  s 

in  th.j  t  u  ire  many  !  ci '  '  a  L  '  one  n.-i  . . r . 

appropriated  ;;iii-la.  We-  nine  t  ns-  i  .  i : .  •  l  <  ..  :  •  •  -  i  t  :  <  >  .  :  •  •  !  r  1.,:,  : 

other’  than  ''it:  ;tdt”i  pur ;  o.n  • ;  oajij.o*  ••  ;  ■  i'  ‘.nr  ;  -  im/:' 

funds.  b« t we- tnuior  ;  roRrar.::  without  oof-c  t  i  .-i ;  pr  .y. .  :  ;  vj<  i:  •  •  1  ■ : 

dollar  rtmoun '  that  may  he  tp-rt  on  ma  inter-mo-  .me  ;•  t !  r  •  <  -i  •.  r  iv-  • 
government  cuarr-  -rs ;  and  su  on.  fv.  u  • j:.  >  i  >/•  : 
financial  management  experts  it  at  ‘  j  •  :  t  j  2  :  r  '  : 

restrictions  end  llmi  u-i’ ions,  many  v !  •  *!  ■  i:.  is- 

financial  resources  at  t  he-  install  iti  v-  -  .  : !  i  •••:  <■  -i.  :,m-  vis;  1  at 

technical  expertise.  Figures  4-1,  md  :  !  vr  >te  the  ;rc;!e-  .-.r. 

highlight  the  need  for  command  emphasis. 


REPORTED  RS  3679  VIOLATIONS 
(FY  75  through  80) 

ADJUDICATED 


FY 

TOTAL  REPORTED 

VIOLATIONS 

NON-VIOLA) IONS 

LFNDING 

75 

28 

15 

13 

0 

76 

63 

27 

34 

2 

77 

70 

21 

56 

1 

78 

20 

13 

6 

1 

79 

13 

8 

5 

0 

80 

15 

3 

7 

J5 

TOTALS 

217 

87 

121 

9 

Figure  4-1 
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TYPES  OF  REPORTED  RS  3679  VIOLATIONS 
(FY  75  through  80  ) 

VIOLATIONS 

NON-VIOLATIONS 

PENDING 

Minor  Construction  Limitations 

12 

25 

1 

Family  Housing  Limitation 

14 

22 

1 

Exceeding  Subdivision  of  Funds 

53 

70 

7 

Incorrect  Use  of  Appropriated  Funds 

3 

3 

0 

Improper  Recording  of  Customer  Orders 

5 

1 

__0 

Totals 

87 

121 

9 

Figure  4-2 
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CONTRIBUTING  FACTORS 

MINOR  CONSTRUCTION  LIMITATION  VIOLATIONS 

1 .  Deviation  from  the  normal  project  control  procedures: 

a.  Fragmentation  of  projects. 

b.  Short-cut  chain  of  command  approval. 

c.  Accomplish  design  during  or  after  actual  construction. 

d.  After  the  fact  recording  of  project  costs. 

e.  Misclassification  of  costs. 

2 .  Dual  source  of  funding  for  a  single  project: 

a.  Combining  Operations  and  Maintenance,  Army  (OMA)  and  Military  Con¬ 
struction,  Army  (MCA)  funds. 

b.  Use  of  both  appropriated  and  nonappropriated  funds. 

3 .  Failure  to  fund  equipment  maintenance  co sts  when  troop  labor  is  used, 

4.  Lack  of  knowledge  of  the  various  limitations. 

5 .  Command  influence. 

Figure  4-3 


L.  This  chapter  explain.,  the  purpose  of  the  two  operating  Appropria¬ 
tions  at  installations  and  points  out  areas  where  restrictions  or  other 
directives  should  be  noted. 

4 - 2 .  OPERATION  AND  MAINTENANCE ,  ARMY  (OMA)  AND  OPERATION  AND  MAINTENANCE. 
ARMY  RESERVE  (OMAR). 


a.  Purpose .  The  OMA  and  OMAR  appropriations  are  for  the  operation  and 
maintenance  of  all  organize t ional  equipment  and  facilities  of  the  Army;  pro¬ 
curement  of  requisite  equipment  and  supplies;  production  of  audio-visual  in¬ 
structional  materials  and  training  aids;  operation  of  service-wide  and  estab¬ 
lishment-wide  activities;  medical  activities;  and  operations  of  depots, 
school:-,  training,  recruiting,  and  programs  relating  to  the  operation  and 
maintenance  of  the  Army.  They  also  include  welfare  and  morale,  information, 
education,  religious  activities  and  expenses  of  courts,  boards,  and  com- 

rr. :  ss  ions . 
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t  :  . ' '  /•  i  . 


(  '  1  •  ■  .•  i  I  .  \  j  d  :  '  at  1  ho  ins*vil  I  -»*.  Ion 

\k:-i  •.!;  ,  •  • i ,  hand:  !*u’,  tor-v<  ,  rna  i  ntfnance ,  repair,  and 

!<:  1  ■  i>  :  >:  t  am  :  j  .  no  ; . 

(  .1  •  :  v *  ••  . ,  .  •  ♦.  !  ;  :  •  service.  It-  also  include 

l drr: in  :  t *. :  v-  :  .  r  1 1  .a,  :  art  *  y:  •  «-r  v  I  •••*••  ;  rovidod  bv  the  i ns  tails.  t  b >n  . 

Ir.  add  it  icn  it  : :  -  .1  n>  :•  t:i--  mint  o.-i.ire-  ind  repair  of  building;;,  roads,  drive- 

way.;,  v.vili ..,  ex'  or  lor  ana  1  it  t  -  - 1  - 1  ~*r“  -.<«  ;  1  i  tv  r  ••m.  ,  and  grounds  as  well  a::, 
fixtures  and  ttia’  ir--  i  nt  opra  1  corr.of  n ;  s  of  a  housing  unit. 

-•  r-<  1 1  restrict  ion  ' . 

(1)  Ob  1  i ga t  i.  >n  authority  I-;  received  on  a  Funding  Authorisation 
!  •  •  n‘.  C:A  Form  13i  C>) ,  and  the  ceil  inps  are-  subiect  to  RS  3679. 

The  amount  tor  operation  and  the  amount  for  maintenance  are 

.  »•(']  f  i  e.  1  . 

(3)  Ai.terut  Ion.;  at.  i  additions  (incidental  improvements)  must  be 
,-•!  toris-  ■;  i  j  r  i  d  •  t  au*  h  <ri  t.y  ot  Sect  ion  2674  of  Title  10,  United  States  Code. 

(  bi.-'U ...  ;.-d  In  t;  I,  ft  9  <>f  this  book.) 
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DIRECTORATE  OPERATIONS 

5-1.  GENERAL.  The  majority  of  the  installations  throughout  the  Army  are  or¬ 
ganized  with  a  directorate  staff.  These  mission  directorates  also  serve  as 
major  activity  directorates ,  and  in  most  cases,  are  referred  to  as  program 
directorates .  The  position  of  director  carries  the  responsibility  for  direct 
involvement  in  the  financial  management  of  the  installation.  Typical  major  ac¬ 
tivity  directorates  are  Personnel  and  Community  Activities;  Training,  Plans, 
and  Eecurity;  Industrial  Operations;  Engineering  and  Housing;  Com.munications- 
Eleotror.  ics ;  Medical  Activities;  and  Reserve  Components  (where  applicable). 

5-2 .  DIRECTORS  OF  FINANCIAL  MANAGEMENT  FUNCTIONS.  Each  major  activity  dir¬ 
ector  lias  two  distinctly  different  but  clearly  related  financial  management 
roles ;  first,  as  a  program  manager  for  the  specific  subordinate  organizations 
shown  in  figure  5-1;  and  second,  as  a  member  of  the  installation  Program  Bud¬ 
get  Advisory  Committee. 

a.  As  an  irstailation  financial  manager  the  director's  role  is  that  of 
coordinating  the  subordinate  organizations  under  his  financial  management  con¬ 
trol.  Me-  does  this  by  direct  and  total  involvement  in  the  two  major  areas  of 
financial  management — budget  formulation  and  budget  execution. 

(1)  Budget  formulation.  This  is  a  highly  technical,  strictly  time- 
controlled  process  that:  begins  with  the  director's  receipt  of  budget  and  man- 
rower  guidance  from  the  installation  comptroller.  Each  activity  within  the 
directorate  applies  this  guidance  to  its  own  specific  projected  work  require¬ 
ments  .  Those  requirements  can  then  be  expressed  as  an  annual  plan  in  terms 

of  the  amount  of  money  that  will  be  needed  to  carry  out  the  plan.  The  direc¬ 
tor  ' s  then  responsible  fer  combining  all  of  his  activity  plans  into  a  budget 
for  his  entire  area  of  responsibility.  Many  of  the  technicalities  of  budget 
forrula"ion  (such  as  floors,  limitations,  and  targets,  which  are  designed  to 
guide  the  spending  in  certain  critical  areas)  are  beyong  the  scope  of  this 
chapter . 

( 2 )  Budget  Execution. 

(a)  Major  activity  directors  are  responsible  for  executing, 
reviewing,  and  analyzing  budget  programs  and  program  elements  for  which  they 
have  been  assigned  staff  responsibility,  and  for  supervising  operations  to 
accomplish  the  projected  workload  and  scheduled  actions.  Major  activity  dir¬ 
ectors  must  recognize  that  their  activity  chiefs  will  require  policy  guidance 
to  determine  the  priorities  for  using  available  funds.  A  vital  part  of  this 
budget  execution  process  is  quick  reaction  by  the  major  activity  director  when 
additional  funds  are  going  to  be  required  for  mission  accomplishment  or  excess 
funds  are  becoming  available  for  r 2 programing  or  withdrawal  by  the  installation 
comptroller.  The  major  activity  director  must  provide  prompt  notification  to 
the  installation  comptroller  in  such  cases. 
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(b)  The  significant  financial  management  functions  of  budget 
execution  are  accomplished  by  applying  the  following  techniques: 

1_.  Translating  the  mission  to  specific  objectives.  The 
evaluation  of  installation  activities  should  be  related  to  the  major  mission 
of  the  installation.  For  example,  the  mission  of  most  installations  may 
involve : 


viduals . 


a_.  Basic,  advanced,  and  specialist  training  of  indi- 


b. 

supporting  elements  of  the 


Unit  training  of  divisional,  nondivisional , 
Army . 


and 


maneuvers . 


c_.  Unit  participation  in  field  exercises,  tests,  and 


d.  Support  of  the  Reserve  components. 

(The  operation  and  maintenance  of  facilities  comprise  a  large  part  of  the  acti¬ 
vities  of  most  installations.  These  activities  should  be  reviewed  in  light  of 
their  relationships  to  the  major  mission  they  support.) 


2.  Measuring  accomplishments  against  objectives.  Reviews 
and  analyses  become  more  meaningful  when  accomplishments  are  measured  against 
previously  determined  objectives.  Those  objectives  may  be  expressed  in  a  wide 
variety  of  ways,  such  as  mission  goals,  operating  programs,  schedules,  fore¬ 
casts,  estimates,  targets,  and  ceilings.  Performance  may  also  be  measured 
against  such  criteria  as  standards,  factors,  rates,  ratios,  yardsticks,  and 
other  units  for  measuring  the  actual  accomplishment  against  predetermined  ob¬ 
jectives. 


a_.  Analysis  of  deviations.  The  evaluation  of  accom¬ 
plishment  against  objective  assumes  added  significance  when  reported  variations 
from  objectives  are  supported  by  analyses  of  the  causes  of  deviations  beyond 
established  tolerarces.  (Why  did  the  deviations  occur?)  The  explanation  of 
these  deviations  may  reflect  on  the  soundness  of  plans  and  programs  rather  than 
on  the  effectiveness  of  accomplishment.  It  may  indicate  that  the  objectives 
were  unattainable,  that  the  resources  allocated  were  inadequate;  or  teat 
unforeseen  circumstances,  such  as  the  assignment  of  unprogramed  and  unbudgeted 
activities,  affected  both  missions  and  accomplishment.  It  may  reveal  that 
shortfalls  resulted  from  ineffective  use  of  the  resources  provided  in  support 
of  missions.  It  may  demonstrate  that  the  criteria  for  measuring  performance 
against  a  predetermined  standard  is  unrealistic  and  requires  revision.  It  may 
indicate  long-range  trends  or  developing  patterns,  cr  it  may  reflect  seasonal 
variations  or  particular  circumstances  that  have  occurred. 

b.  Evaluation  of  impacts.  The  review  and  analysis 
function  assumes  its  full  value  as  a  management  tool  only  when  cause  and  effect 
evaluations  enable  the  commander  to  use  it  as  a  basis  for  command  management 
decisions . 
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c_.  Statement  of  problems.  The  reasons  for  deviations 
and  their  impacts  on  accomplishment  of  missions  (the  cause  and  effect  approach) 
should  result  in  clearly  stated  problems.  A  clearly  stated  problem  stimulates 
a  clean-cut  decision.  The  statement  of  a  problem  should  indicate  clearly 
whether  it  is  susceptible  to  corrective  action  at  installation  level,  whether 
action  is  required  at  a  higher  level  cf  authority,  or  whether  the  installation 
must  learr.  tc  live  with  the  problem. 

d_.  Indication  of  corrective  actions.  The  review  and 
analysis  should  indicate  the  actions  which  have  been  taken,  will  be  taken,  or 
should  be  taken  to  solve  the  problems  that  are  susceptible  to  corrective  action. 
If  a  command  decision  is  required  for  corrective  action  at  the  installation 
level  or  for  referral  of  a  problem  to  higher  authority,  the  review  and  analysis 
should  initiate  that  type  of  action. 

3.  Trend  analysis.  There  are  circumstances  in  which  a 
trend  analysis  of  past  performance  provides  the  most  practical  and  meaningful 
evaluation  of  accomplishment  in  lieu  of  a  comparison  with  predetermined  ob¬ 
jectives. 

4.  Management  by  exception.  The  universe  of  installation 
activities  is  ordinarily  too  large  and  detailed  to  warrant  complete  coverage 
in  a  periodic  review  and  analysis.  The  "management  by  exception"  technique 
must,  therefore,  be  used  in  the  review  and  analysis  to  highlight  only  those 
activities  in  which  there  have  been  major  accomplishments,  significant  devia¬ 
tions,  exceptional  situations,  critical  problems,  or  important  actions  that 
have  a  direct  bearing  on  the  execution  cf  the  missions  of  the  installation. 

5_.  Communicating  the  results.  Directors  must  be  ready  to 
channel  the  results  of  their  continuing  review  and  analysis  efforts  into  the 
many  staff  meetings,  briefings,  publications,  staff  papers,  and  other  media 
that  provide  avenues  of  communication  between  the  staff  and  top  command  and 
management,  from  this  viewpoint,  review  and  analysis  must  be  a  continuous 
process . 

b.  As  a  member  of  the  installation’s  Program  Budget  Advisory  Committee, 
the  director  participates  with  all  other  directors  in  evaluating  budget  guid¬ 
ance  from  higher  headquarters  and  preparing  recommendations  for  the  commander 
with  respect  to  the  staffing  and  funding  of  the  installation.  This  rather 
structured  and  technical  function  is  discussed  in  detail  in  chapter  5. 

5-3.  YEAR-END  OPERATIONS. 


a.  Philosophy .  A  99.9  percent  obligation  rate  is  not  necessarily  a. 
viable  measure  of  effective  or  efficient  fund  utilization.  Rather,  mane; ers 
must  use  available  funds  realistically  in  support  command  goals.  Cbliga- 
tions  should  occur  as  long  as  valid  requirements  exist  to  a  point  short  of 
overobligating.  The  99.9  nercent  obligation  rate  series  as  an  informal  bench 
mark  of  this  philosophy.  For  example,  an  installation  approaching  year-end 
with  a  95  percent  obligation  rate  and  an  additional  3  percent  valid  ur.financed 
requirements  should  attempt  to  obligate  funds  to  accomplished  the  unfinanced 
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requirements  and  then  report  excess  funds  for  withdrawal  by  the  major  command . 
Obligating  less  than  99.9  percent  is  not  a  ''stigma,"  nor  does  it  detract  from 
the  efficiency  and  effectiveness  cf  the  installation,  provided  the  missions 
and  functions  of  the  installation  have  been  accomplished.  Next  year’s  fund 
distribution  will  be  based  strictly  on  the  missions  or  functions  tc  le  accom¬ 
plished,  not  on  the  obligation  rate  of  the  current  year,  hot  obligating  the 

valid  un financed  requirements  also  falls  into  the  realm  of  fund  mismanagement , 
because  the  command  would  he  deprived  of  significant  items  for  which  it  had 
the  means  to  acquire. 

b.  Reprograming ■  To  insure  maximum  obligations,  r eprog, naming  actions 

take  place.  Reprograming  consists  of  identifying  areas  in  which  funds  avaii- 
able  exceed  requirements  and  transferring  this  fund  excess  to  areas  in  need. 
Obviously,  care  must  be  exercised  to  insure  that  directed  or  statutory  limita¬ 
tions  are  not  violated  and  that  reprograming,  at  the  installation  does  not  occur 
between  major  programs.  Reprograming  can  take  place  at  the  activity,  major 
activity,  and  installation  levels.  Major  commands  should  be  notified  cf  unused 
funds  so  that  reprograming  can  take  place  at  that  level,  however,  an  installa¬ 
tion  must  exercise  particular  care  before  offering  funds  for  withdrawal  to  its 
major  command.  Many  instances  have  occurred  in  which  installation  accounting 

records  were  not  totally  up  to  date  at  the  time  of  offering;  therefore,  later 

transactions  created  overobligaticns  and  RE  3C7S  violations. 

c.  Validating  unliquidated  obligations.  Managers  at  all  levels  are 
responsible  for  insuring  that  obligations  incurred  for  goods  or  services  not 
yet  received  are  still  valid,  justifiable  requirements.  These  that  arc  r.c 
longer  '.a lid  should  be  reported  through  proper  channels  to  the  install  at icn 
comptroller  for  deobligati.cn,  withdrawal ,  ar.d  redistribution  to  other  purposes 
for  which  valid  needs  exist.  Those  "freed"  funds  will  most  likely  be  applies 
to  existing  unfinanced  requirements- -such  as  the  Backlog  of  Maintenance  and 
Repair  (IMAP),  discussed  in  chapter  8. 

d.  Procedure .  Year-end  operations  are  centrally  controlled  and  are 
characterized  by  quick  reaction  and  total  coordination.  The  comptroller  is 
the  focal  point,  but  the  major  activity  directors  are  the  operators  who  report 
funds  available  for  withdrawal,  acting  to  use  redistributed  funds  and  warning 
about  potential  trouble  areas. 

5-4.  RESPONSIBILITY.  The  major  activity  director  has  the  most  significant 
impact  on  whether  or  net  his  activities  are  supported  with  adequate  financial 
resources.  It  is  therefore  incumbent  upon  him  to  insure  that  his  requirements 
are  properly  stated,  adequately  justified,  and  properly  managed. 
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6-1 . 


GENERAL. 


Chapter  6 

INSTALLATION  PROGRAMING  AND  BUDGETING 


a.  The  commander  must  express  the  installation's  missions,  activities 
and  programs  in  terms  of  required  resources.  The  Department  of  the  Army's 
program-budget  cycle  above  the  installation  level  is  a  very  technical,  rigid 
and  time -constrained  process.  This  disciplined  process  is  dictated  by  the 
need  for  uniformity  and  standardization  on  the  part  of  the  subordinate  commands 
and  installations  as  they  prepare  critical  feeder  data  for  presentation  and 
evaluation  in  the  Department  of  the  Army  and  Department  of  Defense  program-bud¬ 
get  submission.  The  program-budget  process  is  vital  to  the  installation  com¬ 
mander  since  it  provides  the  very  lifeblood  to  his  command.  Without  adequate 
funds,  the  installation  commander  cannot  acquire  the  personnel,  goods,  and 
services  necessary  for  mission  accomplishment .  If  the  installation  program- 
budget  process  is  to  have  any  integrity  and  credibility,  it  must  be  an  active 
part  of  the  installation  commander's  decisionmaking  process.  This  chapter  will 
address  in  summary  terns  the  formal  installation  program-budget  cycle. 

b.  For  any  particular  fiscal  year,  the  program-budget  cycle  involves  two 
actions.  First,  the  development  of  the  installation's  program  for  considera¬ 
tion  by  the  MACOM  in  their  Program  Analysis  and  Resource  Review  (PARR)  may  be 
required;  and,  second,  the  display  of  the  installation's  approved  program  and 
request  for  reprograming  of  Budget  Year  funds  in  the  Command  Operating  Budget 
(COB).  These  management  processes  are  documented  in  great  detail  and  in  a 
prescribed  format.  However,  the  most  vital  and  effective  portion  of  the  sub¬ 
mission  is  the  Commander's  Statement  that  accompanies  the  various  fiscal  docu¬ 
ments.  The  commander's  statement  must  translate  the  detailed  fiscal  data  into 
meaningful  statements  concerning  the  impact  on  combat  effectiveness  and  mission 
accomplishment.  It  is  of  little  value  and  has  little  impact  when  it  contains 
such  vague  and  meaningless  comments  as,  "without  additional  funds  in  this 
account,  I  will  be  required  to  reduce  the  staffing  and  operating  hours  of  the 
organization."  Impacts  should  be  stated  in  quantitative  terms,  if  possible, 
indicating  the  specific  effect  that  the  reduced  staffing  and  funds  will  have  on 
mission  tasks  such  as  providing  maintenance  support  to  combat  vehicles  or  crit¬ 
ical  training  tests  that  will  affect  the  combat  readiness  of  the  Army. 

6-2.  PROGRAM -BUDGET  FORMULATION. 


a.  Program,  and  budget  documents  involve  several  fiscal  years.  The  first 
program,  year  is  the  fiscal  year  immediately  after  the  upcoming  fiscal  year. 

In  the  case  of  fiscal  year  1981,  the  execution  year  will  be  from  1  October  1980 
through  30  'September  1981;  the  budget  year  will  be  from  1  October  1981  through 
30  September  1982;  and  the  first  program  year  will  be  from.  1  October  1982  through 
30  September  1983. 


(1)  The  Program  Analysis  and  Resource  Review  (PARR),  which  the  MACCMs 
submit  to  HQDA  during  January-February ,  indicates  the  missions,  issues,  or 
initiatives  that  the’  MACCMs  would  like  to  see  included  in  the  Army  Program 
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Objective  Memorandum  (POM).  It  addresses  resource  levels  for  5  fiscal  years, 
beginning  with  the  program  year.  If  required,  the  installation  submits  its 
input  to  the  MACOK  PARR  during  the  July-August  timeframe. 

(2)  The  Command  Operating  Budget  (COB)  covers  three  fiscal  years: 
the  current  year,  the  upcoming  budget  year  and  the  program  year'.  The  COB  is 
an  important  financial  document  between  the  installation  and  MACOK.  It  con¬ 
sists  of  fiscal  schedules  and  detailed  costing/manpower  justification  of  the 
installation's  program.  The  resource  levels  requested  ii.  the  COB  reflect  the 
levels  established  as  a  result  of  the  PARR/POK  decisions.  Additional  resources 
are  not  likely  to  be  forthcoming.  The  COB  is  submitted  by  the  installation 
to  the  MACOK  in  May  and  by  the  MACCMs  to  HQDA  in  July. 

b.  Members  of  the  installation's  Program  Budget  Advisory  Committee 
(PEA.C),  as  operating  directorates,  should  Le  ir.  the  best  position  to  make 
meaningful  financial  estimates  to  support  their  mission  organizations  and  to 
provide  relevant  justification  for  the  needed  funds.  An  example  of  the  type 
of  information  contained  in  the  COB  is  shown  in  rigure  6-1 . 

6-3.  DEVELOPING  THE  INSTALLATION  COMMAND  OPERATIC  BUDGET.  A  typical  example 
of  development  of  the  COB  is  outlined  below  and  graphically  depicted  in  figure 
6-2.  This  procedure  is  not  a  regulatory  process  that  rust  be  followed  at  the 
installation,  but  is  a_  procedure  which  will  ensure  the  development  of  a  well- 
coordinated  operating  budget  that  reflects  the  major  mission  directors'  recom¬ 
mendations  and  the  installation  commander's  decisions  on  how  the  financial 
resources  will  be  used  to  accomplish  the  mission. 

a.  Step  1.  COMPTROLLER.  Receives  Budget  Manpower  Guidance  (BMC)  from 
the  MACOM  and  distributes  with  a  minimum  of  delay  to  the  Major'  Activity  Directors 
(MAD).  During  the  interim,  the  Comptroller  reviews  the  BMP  from,  the  Major  Com¬ 
mand  and  develops  a  time  phased  schedule  of  actions  necessary  for  the  comple¬ 
tion  of  the  Installation  Command  Operating  Budget  (COB). 

b.  Step  2.  MAJOR  ACTIVITY  DIRECTORS.  Review  the  BMC  from  the  Major 
Command  giving  special  attention  to  their  area  of  responsibility.  Prepare 
recommended  refinements  to  the  major  command  BMC  and  forward  these  recommenda¬ 
tions  to  the  Comptroller. 

c.  Step  3 .  COMPTROLLER.  Evaluates  Major  Activity  Directors'  recommenda¬ 
tions  for  refinements,  makes  his  own  recommendations  and  coordinates  with  the 
Major  Activity  Directors.  In  addition,  the  Comptroller,  in  coordination  with 
the  Major  Activity  Directors,  develops  the  recommended  dollar  targets.  This 
last  action  may  be  simultaneous  with  the  coordination  cf  the  recommendations 
for  refinements  to  the  major  command's  BKG. 

d.  Stet  4.  COMPTROLLER.  Prepares  "Draft"  Installation  BMG  Directive 
which  includes  dollar  targets  to  be  distributed  to  the  Major  Activity  Directors. 

e.  Step  5.  PROGRAM  BUDGET  ADVISORY  COMMITTEE  (FBAC).  Resolves  differ¬ 
ences  between  the  Comptroller  and/or  Major  Activity  Directors  and  prepares  its 
recommended  installation  BMG  for  presentation  to  the  commander. 


6-2 
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f.  Step  6.  CHIEF  OF  STAFF.  Presents  the  PBAC  recommended  Installation 
BMP  to  the  Commander,  normally  in  the  form  of  an  oral  brief :ng. 

g.  Step  7.  COMMANDER.  Directs  changes  and/or  approves  the  PBAC  recom¬ 
mended  Installation  BMC  and  returns  it  to  the  Comptroller  for  finalization  and 
publication. 

h.  Step  6.  COMPTROLLER.  Finalizes  the  "Installation"  BKC,  publishes 
and  distributes  to  the  Major  Activity  Directors. 

i.  Step  9.  MAJOR  ACTIVITY  DIRECTORS.  Break  out  dollar  guidance  to  the 
activity  level  and  furnish  operating  activities  with  BMC  and  applicable  tenta¬ 
tive  targets. 


j .  Step  10.  ACTIVITY  CHIEFS.  Prepare  their  segments  of  the  Installa¬ 
tion  Command  Operating  Eudget.  It  should  be  noted  that  in  those  instances 
v;here  an  activity  is  comprised  of  subactivities  the  Activity  Chief  nay  m.ake  a 
further  breakout  of  the  tentative  targets  received  from  the  MAD.  In  such 
cases  the  development  of  the  Installation  Command  Operating  Budget  begins  at 
the  sub-activity  level  (lowest  level  concept). 


t  he 
rev ' 
nary 
and 


k .  Step  11.  MAJOR  ACTIVITY  FT RECTORS.  Receive  the  input  from  each  of 
.r  Activity  Chiefs,  along  with  applicable  supporting  schedules.  Each  MAP 
ews,  evaluates  and  adjusts  the  activity  segments  received,  prepares  a  sun- 
schedule,  arranges  the  unfinanced  requirements  list  and  decrement  list, 
makes  recommendations  for  transfer  between  primary  programs. 


1.  Step  12.  COMPTROLLER .  Receiver.,  reviews,  evaluates  and  prepares 
his  recommended  actions  and/or  adjustments  to  the  summary  schedules,  unf inane ed 
requirements,  other  supporting  scheduler  and  recommended  transfers  between 
primary  programs  forwarded  by  the  M/»D ' r .  The  Comptroller  prepares  and/or  com¬ 
pletes  all  schedules  required,  in  the  "Draft"  Installation  Command  Operating 
Eudget  ar.d  assembles  them,  for  presentation  to  the  PBAC. 


m.  Step  13.  PROGRAM  BUDGET  ADVISORY  COMMITTEE.  Reviews  the  "Draft" 
Installation  Command  Operating  Budget  tc  insure  compliance  with  the  Budget 
Manpower  Guidance  from  the  major  command,  resolves  differences  among  the  PBAC 
members,  makes  adjustments  deemed  necessary  and  presents,  by  means  of  its 
chairman,  its  recommended  Installation  Command  Operating  Eudget  to  the  commander. 


n.  Step  l1* .  COMMANDER.  Approves  the  Installation  Command  Operating 
Eudget  submission  as  presented  by  the  Chairman  of  the  PBAC  or  directs  changes, 
signs  and  returns  the  approved  COE  submission  to  the  Comptroller  for  transmittal 
tc  the  major  command. 
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TYPE  OF  INFORMATION  REQUESTED 
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Figure  6-1 


A  PROCESS  or  DEVELOPING  THE  INSTALLATION 
COMMAND  OPERATING  BUDGET 

|  BUDGET  MANPOWER  GU!DANcT{BMG) 

—  FROM  MAJOR  COMMAND  HO  DA 


DECREMENT  LIST  ) 

SCHEDULE  OF  CONTRACTS  TQ  INVENTORY 

S.'PPLY  REQUIREMENTS  SCHEDULE MANAGER 

(BY  CATEGORY) 


rvl-.n  in--  us  fun-!  -'onlrol  an!  preset- ' :  •  •:  ;  ‘nil  -it  ns . 

Comfit  G.  How  i  jo  vo  ur  ;  ■<  -  r-uoniv  !.  become  faml  1 !  ir  wh  ’a-  vu  I  :  • 

at  w!;l  oli  approf  rfatr.j  fur,-:  cons.tra  int  -it-  !  —  in  *  wit::  •  h.  ■ 

action:-,  necessary  to  change  those-  const  ru  in  ■ 


Comfit:  7,  How  arc  financial  m-in-igoocnt  Specialists.  involv-d  ir.  all  i  y:  ■ 

of  planning  with  potential  monetary  impact? 

C  of  S  8.  When  was  the  last  meeting  of  the  PBAC?  What  was  accompl  irne,: ? 

C  of  G  9.  Are  t  he  meetings  of  the  PBAC  only  to  satisfy  the  IG  or  other 

inspectors  and  auditors,  or  is  the  committee  allowed  to  make 
positive  contributions  toward  management  of  the  installation? 

Compt  10.  What  recommendations  are  being  made  by  the  PBAC  relative  to  the 
resource  all ocat ion? 

C  of  S  11.  How  does  the  PBAC  participate  in  the  review  and  analysis  process ? 
What  ai^e  the  committee's  recommendations? 

Comfit  12.  Do  you  receive  the  Program  and  Budget  Guidance  (PBG)  document 
published  by  HQDA?  If  not,  then  from  what  level? 

Compt  13.  Arc  your  financial  management  specialists  experienced?  If  not 
experienced,  how  are  they  trained? 

Comfit  14.  How  doer,  the  BMG  document  affect  all  financial  planning? 

[  :W 

MAI. 
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Is  the  requirement  i or 

e*  .u  i  promt  eosi  i  nr 

over 

$3,000 

a  unit? 

If  yes,  is  it  an  OMA/OMAR  item? 

i.’:':.  ??.  Is  the  requir'-moni  for  minor  construction  orr  ■■  100 ,(!■.'■  5  per 

project  ?  If  vos,  it  must  be  funded  with  KCA/KCAR  funds. 

hiO  IB.  Is  trio,  requirement  for  supplier.?  If  yes ,  is  stock  fund  obi  ira- 

tion  authority  available? 

Compt  ?•'.  If  the  requirement  relates  to  manpower  spaces ,  are  the  manpower 
space  allocations  requested  in  the  latest  Schedule  X? 

C  of  5  30.  What  recommendations  are  being  mad'  by  the  Chief  of  Staff  and 

PBAC  the  PBAC.  in  reference  to  requirement  s? 

Compt 
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Chapter  7 


INSTALLATION  FINANCIAL  MANAGEMENT  FOR  SUPFLY  OPERATIONS 

7-1 .  GENERAL.  There  are  two  major  sources  from  which  an  installation  activity 
(the  consumer)  may  obtain  supplies  and  equipment. 

a.  Free  issue  or  unfunded  items  are  items  of  inventory  issued  to  the  in¬ 
stallation  on  a  nonreimbursable  basis.  These  items  are  budgeted  and  accounted 
for  at  HQDA ;  funded  by  the  procurement  appropriation,  and  are  not  part  of  the 
financed  resources  provided  the  installation  commander.  However,  accountabi¬ 
lity  and  responsibility  for  the  supplies  and  equipment  remain  with  the  in¬ 
stallation.  Examples  of  free  issue  items  are  weapons,  vehicles,  munitions, 
and  certain  end  items  costing  $3,000  or  moro. 

b.  Funded  items  of  supply  are  purchased  with  the  installation's  opera¬ 
ting  funds.  Procurement  may  be  from  local  sources  or  from  the  Army  Stock  Fund. 

(1)  Normally,  supply  procurement  actions  are  processed  through  the 
Army  Stock  Fund  system.  However,  items  such  as  periodicals,  professional  books, 
and  decals  are  procured  with  the  installation's  operating  funds  direct  from 
commerc ial  sources . 

(2)  Procurement  of  all  other  items  of  supply,  except  these  falling 
into  the  free  issue  category  (a  above)  must  be  processed  through  the  Army  Stock 
fund . 

7-2.  STOCK  FUND  CONCEPT.  The  purpose  of  the  Army  Stock  Fund  is  to  nrovide 
financing  for  the  cost  of  supplies  held  in  inventory  until  such  time  as  the 
supplies  are  sold  (issued)  to  installation  consumer  activities.  The  stock  fund 
is  then  reimbursed  from  installation  activity  funds  (usually  OMA) . 

7 - 3 .  REVOLVING  FEND  CONCEPT. 

a.  Th«  Army  Stock  Fund  is  an  example  of  a  revolving  fund.  It  consists 
of  funds  with  the  US  Treasury  (cash)  and  inventory  held  for  resale.  Theoreti¬ 
cally,  this  capital  should  remain  constant. 

b.  The  concept  is  as  follows: 

(1)  When  supplies  are  procured,  there  is  an  increase  in  stock  fund 
inventory;  but  since  payment  must  be  made  for  the  procurement,  there  is  a  cor¬ 
responding  decrease  in  stock  fund  cask. 

(2)  When  a  sale  (issue  of  supplies)  is  made  at  the  installation, 
there  is  a  decrease  in  the  amount  of  stock  fund  inventory;  since  the  customer 
must  pay  for  the  items  received,  there  is  a  corresponding  increase  in  stock 
fund  cash. 

7 -A.  GTOvK  FUND  BUDGETING. 

a.  The  organization  of  the  Etock  Fund  Division  consists  of  a  home  office 
and  several  branch  offices. 
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(1)  The  home  c:Tic<-  is  l  oca  u-d  -it  the  ma  'or  roirres  l  '■■■.. 

that.  estabi  ’ hes  policy  ansi  pro  rolures  and  reports  to  HybA  tor  the  "t  ■  ■ ; 
i ‘ vision . 

(2)  The  branch  off  ices  are  located  at  installations  nu:  '-r  i  :r..v 
'he  major  command.  Th-.-  branch  off  lot-  i  the  office  that  :  rocure  ,  -ttr  , 
distributes  (issues)  the  inventory  to  the  customer. 


t.  Because  of  the  revolving  fund  concept,  t 
operate  without  an  annual  appropriation  from  Ccngr 
effective  planning  with  respect  to  the  stock  f uni' 
significant  than  the  planning  and  budget ir.r  a  _c :i 

c.  Lsts-nl  1  il  elements  in  pr ex. ar  i ::p  t:-.-  stoc 


However  ,  the  r.eed 


annua  . 


(1)  Knowledge  of  the  installation's  mission.  T 
•ter  cf  the  installation  branch  office  iv  ■  :.e  1  it  "ctcr  o*" 
(riO) .  He  must  know  the  installation's  mission  priorities 
uallv  disseminate  this  knowledge  to  his  rupr.lv  managers. 


c  c  K 


( .- )  Ac  curate  estimates  of  customer  pure:..; 
estimates  provide  a  basis  for  determining  the  cua::*  : 
or,  a  reimbursable  basis  from  the  stock  fund. 


(?)  Troop  strength  to  re  supported,  ir.c  lU' :  v:  t ' 
cut,  feeding  strength,  field  exercises,  etc. 

(4)  Cooperation  of  the  unit  sup-ply  officers  and  setivitv  chi- 
making  their  supply  requirements  known. 

(:.)  ..omplete  accurate  data  reflecting  th-  :  r  ou-  -.r'  •  : 

(6)  Latest  planning  data  on  mobilization  reseives. 


d.  The  DIG  is  responsible  for  preparing  the  stock  fund  budget  at  the 
branch  office.  His  supply  managers  receive  the  supply  requirements  from  the 
consuming  activities,  in  the  form  of  supply  requirement  schedules.  These 
schedules  are  prepared  by  materiel  category  and,  when  added  together,  should 
reflect  the  dollar  value  of  supplies  and  equipment  shown  in  the  installation 
COB . 


(1)  The 
installation  stock 


DIO  reviews  and  consolidates  supplv  requirements  into  the 
fund  budge  f . 


(2)  The  comptroller  and  DIO  must  insure  that  the  stock  fund  budget 
sales  forecast  and  the  supply  requirements  in  the  COB  are  reconcilable.  (See 
figure  7-1  for  the  interface  between  the  stock  fund  budget  and  the  COB.) 
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RELATIONSHIP  OF  THE  STOCK  FUND  BUDGET 
AND  COMMAND  OPERATING  BUDGET 
AT  THE  INSTALLATION  LEVEL 


SUPPLY 

BUDGET 


DIRECTOR  OF 

INDUSTRIAL 

OPERATIONS 

t 

MATERIAL 

CA1EG0RY 

MANAGERS 


Elil'M-v  (Va r:  ft- 


APPROVED  BUDGET 


_ COORDINATION _ i 

CUSTOMER  1 

(SUPPLIES  AND  EQUIPMENT) 
SCHEDULE 


SUPPLY 

REQUIREMENT  SCHEDULES 


COMMAND 

OPERATING 

BUDGET 


COMPTROLLER 


MAJOR 

ACTIVITY 

DIRECTORS 


e.  As  stated  above,  the  Army  Stock  Fund  does  not  require  an  appropria¬ 
tion  for  its  operation.  However,  it  must  have  an  obligation  authority  and 
cash  to  purchase  inventory  and  finance  the  stock  fund  order  and  ship  time. 

(1)  The  stock  fund  obligation  authority  budget  is  submitted  through 
command  channels  to  the  Office  of  Management  and  Budget  (OMB),  which  approves 
the  obligation  authority  for  the  Army  Stock  Fund.  Although  it  is  not  an  appro¬ 
priation,  the  action  by  CM3  is  an  apportionment  and  subjects  the  obligation 
authority  received  to  an  RS  3679  violation  if  this  dollar  limitation  is  ex¬ 
ceeded  . 


(?)  A  vital  management  control  and  indicator  in  management  of  stock 
fund  operations  is  the  obligation  to  sales  ratio.  The  "ideal”  ratio  would  be 
obligation  to  sales  of  l:l--this  means  buy  one,  sell  one.  A  ratio  of  less  than 
1:1 — say  .9:1— would  indicate  a  program  to  draw  down  inventories  and  increase 
cash,  while  the  reverse  would  indicate  a  program  to  increase  inventories  and 
reduce  the  cash  balance. 

(3)  Care  must  be  exercised  to  insure  that  there  is  sufficient  stock 
fund  cash  to  cover  the  accounts  Dayabie  of  the  fund.  Violation  of  this  funda¬ 
mental  concept  could  result  in  a  violation  of  RS  3G79. 

7-5.  PROCUREMENT  SOURCES. 

a.  The  installation  stock  fund  procurement  sources  are  as  follows: 

(1)  General  Services  Administration  (GSA).  GSA  is  the  source  for 
supplies  (common-use)  used  by  more  than  one  Government  agency  (pens,  pencils, 
paper  products,  etc). 

(2)  Defense  Logistics  Agency  (DLA).  DLA  is  the  source  for  supplies 
(common-use)  used  by  more  than  one  military  service  (subsistence,  medical  sup¬ 
plies,  clothing,  etc). 

(3)  US  Army  Materiel  Development  and  Readiness  Command  (DARCOM). 
DAR.COM  is  the  source  for  supplies  .common-use)  used  by  more  than  one  Army  in¬ 
stallation  (repair  parts  for  vehicles,  electronics,  etc). 

b.  Items  that  cannot  be  purchased  from  one  of  the  Government  sources 
may  be  procured  from  commercial  sources. 

7-6.  WHOLESALE  AND  RETAIL  OPERATIONS.  The  GSA,  DLA,  and  DARCOM  perform  whole¬ 
sale  operations.  Only  installation  stock  funds,  performing  the  retail  mera- 
tion,  may  submit  supply  requisitions  direct  to  one  of  these  wholesale  activi¬ 
ties.  Installation  activities  (the  consumer)  must  deal  with  the  installation 
stock  fund,  which  is  operated  by  the  DIO  retail  operation. 

7-7.  _ST0CK  FUND  ORGANIZATION.  The  Army  Stock  Fund  is  organized  a:  shown  ir 
figure  7-2. 
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7 - 8 .  STOCK  FUN D  LIM STATIONS . 

a.  Obligation  Authority  (O/A)  is  an  annual  limitation  placed  on  procure¬ 
ment.  The  balance  decreases  with  each  procurement  action.  Supply  managers 
must  exercise  good  judgment  in  their-  procurement  actions.  Obligations  may  not 
he  exceeded,  even  though  the  consumer  has  the  ability  to  pay.  On  the  other 
hand,  obligation  authority  balance  at  year  end  is  lost.  There  is  no  carry-over. 

7-9.  SALES  AM b  CLi S TO i-'E RS .  Branch  office  sales  are  generated  through  the  sales 
stores  indicated  in  figure  7-3. 


INSTALLATION  FINANCIAL  MANAGEMENT  FOR  SUPPLY  OPE}!ATIONS 

CHECKLIST 


To  Whom 

Addressed 

Compt  1.  How  does  the  level  of  obligation  compare  with  obligation 

authority  received  in  the  fourth  quarter?  (PS  3r'7'-  violation) 

DIO  2.  Has  the  stock  fund  obligation  authority  distributed  to  :  n* 

installation  supply  managers  been  established  as  targets  cr¬ 
eel  lings? 

DIO  3.  How  do  you  check  to  determine  that  all  procurement  act  on?  are 

being  processed  through  the  wholesale  system  ever,  thou  the 
item  is  nonstandard,  nonstock?  What  is  required  to  p ' cure  the 
item  locally? 

DIO  4.  Are  consumers  submitting  supply  requisitions  direct  to  procure¬ 

ment  sources?  If  yes,  why  and  on  what  authority? 

DIO  L.  How  do  you  insure  that  stock  furl  sale:;  are  generally  paced  wirh 

stock  fund  purchases?  Is  the  ratio  close  to  a  1  to  1  basis? 

If  not,  why  not? 

DIO  6.  What  is  the  ratio  of  customer  returns  do  sales?  What  percent 

of  the  returns  are  resold  to  customers,  or  allowed  full  credit 
upon  return  to  the  source  of  supply?  Is  the  stock  fund  losing 
capital  on  the  overa1 1  situation?  I:  so,  what  can.  be  done? 

Compt  7.  Is  the  follow-up  action  timely  in  the  followin'-:  areas :  accounts 
receivable,  accounts  payable,  customer  returns,  and  returns  to 
source  of  supply?  If  not,  why  net? 
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STOCK  FUND 
CHECKLIST 


To  Whom 
Addressed 


DIO 

1. 

How  do^s  sto  -k  fund  obligation  authority  relate  to  support 
demands? 

'  / 

DIO 

2. 

How  are  safety  levels  and  operating  levels  considered  in  fore¬ 
casting  stock  fund  ^ales? 

DIO 

3. 

Are  commodity  managers  familiar  with  the  mission  of  the  instal¬ 
lation?  What  is  your  orientation  program? 

Compt 

4. 

Has  stock  fund  obligation  authority  been  programed  on  a  one 
one  dollar  ratio  basis  to  anticipated  dollar  sales?  How  is 
program  adjusted  if  it  is  more  or  less? 

-for- 

the 

Compt  5.  What  is  the  percentage  relationship  of  stock  fund  sales  to  OMA 

purchases?  Is  the  percentage  above  or  below  past  year  trends? 

DIO  6.  Do  your  supply  managers  know  what  constitutes  an  RS  3679  viola¬ 

tion?  Is  this  included  in  their  orientation  program?  If  not, 
why  not? 

Compt  7.  How  is  the  procurement  and  sales  program  continuously  reviewed 

and  analyzed?  ’ 


Chapter  8 


CONSTRUCTION,  MAINTENANCE,  AND  REPAIR 

8-1.  GENERAL .  Approximately  18  percent  of  the  violations  reported  from  fiscal 
year  1975  through  1980  occurred  as  a  result  of  violations  of  the  laws  and  regu¬ 
lations  addressed  in  this  chapter.  The  specific  causes  of  the  violations  are 
depicted  on  page  4-3. 


8-2.  CONSTRUCTION  PROGRAM . 

a.  The  installation  construction  program  is  based  on  major  command  priori¬ 
ties  and  guidance,  HQDA  approved  construction,  installation  annexes  to  master 
plans,  and  the  Army's  portion  of  the  five  Year  Defense  Program.  The  Installa¬ 
tion  Planning  Board  is  the  group  that  is  responsible  for  developing  this  list 
of  projects  with  accompanying  justifications  in  priority  order. 


b.  Construction  projects  are  submitted  through  engineer  channels  (Dis¬ 
trict  and  Division  Engineer)  and  through  command  channels.  After  congressional 
approval.  Military  Construction  Army  (MCA)  funds  flow  through  engineer,  not 
command,  channels  to  the  District  Engineer.  A  project  must  be  fully  funded 
before  work  can  be  initiated;  which  means  that  funds  appropriated  by  Congress 
for  a  specific  project  must  be  sufficient  to  cover  the  acceptable  contractor 
bid  for  that  same  project. 

c.  Besides  major  construction  projects,  alteration  and  minor  construc¬ 
tion  are  used  as  a  means  of  accomplishing  urgently  needed  construction  costing 
$500,000  or  less  for  the  Active  Army  and  $100,000  or  less  for  the  Reserve 
forces.  Certain  requirements  must  be  met  before  a  project  may  be  categorised 
as  minor  construction .  These  requirements  are  outlined  on  page  8-10,  item  5. 
Limitations  on  minor  construction  approval  authoritv  and  use  of  funds  are  de¬ 
picted  in  figure  8-1  for  the  Active  Army  and  figure  8-2  for  the  Reserve. 

8-3.  MAINTENANCE  OF  REAL  PROPERTY  FACILITIES. 


a.  Structures  built  with  either  MCA  or  OMA  funds  require  maintenance 
and  repair.  Maintenance  is  the  day-to-day  scheduled  work  required  to  preserve 
or  restore  a  real  property  facility  to  the  condition  required  for  it  to  be 
effectively  used  for  its  designated  purpose.  Repair  is  the  restoration  of  a 
failed  or  failing  real  property  facility  to  that  same  condition.  Limitation 
on  maintenance  and  repair  approval  authority  and  use  of  funds  are  depicted  in 
figure  8-1  for  the  Active  Army  and  figure  8-2  for  the  Reserve. 

b.  The  major  concentration  of  maintenance  and  repair  activities  is  on 
utilities  systems,  buildings,  grounds,  and  surface  areas.  To  insure  that  a 
minimum  level  of  maintenance  is  performed  and  included  in  an  installation's 
approved  budget,  Congress  reserves  funds,  known  as  the  "Maintenance  of  Real 
Property  Facilities  (MRPF)  Floor."  The  MRPF  Floor  identifies  a  minimum  amount 
of  direct  funds  that  must  be  obligated  for  this  purpose.  More  may  be  obligated 
if  necessary;  but  if  less  is  obligated,  the  difference  between  this  lesser  amount 
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and  the  MRPF  Floor  must  remain  unobligated  and  may  not  be  renrogrammed  to  other- 
areas  at  the  installation.  Instead,  that  portion  of  the  MRPF  Floor  which  will 
not  be  attained  within  the  time  frame  authorized  and  the  applicable  direct  funds 
must  be  reported  to  the  major  command  for  withdrawal. 

c.  A  backlog  of  facilities  engineering  maintenance  and  repair  may  occur 
due  to  lack  of  funds.  This  backlog  has  been  formalized  as  Backlog  of  Mainte¬ 
nance  and  Repair  (BMAR)  and  is  defined  as  the  end  of  fiscal  year  measurement 
of  maintenance  and  repair  work  remaining  as  firm  requirements  of  the  annual 
work  plan,  the  accomplishment  of  which  was  prohibited  in  that  fiscal,  year  due 
to  lack  of  resources.  Potential  BMAR  projects  need  not  be  validated  by  the 
major  command  before  they  may  be  categorized  as  such.  The  extent  to  which  BMAF 
must  be  addressed  is  normally  outlined  in  tasking  documents  or  policy  directives 
from  major  commands. 

8-4.  USE  OF  MILITARY  LABOR.  Military  personnel  may  be  used  to  perform  func¬ 
tions  relating  to  construction,  repair,  maintenance,  and  operation  of  real 
property  in  the  following  situations: 

a.  Military  personnel  may  perform  construction,  repair,  maintenance,  and 
operation  activities  either  as  separate  real  property  maintenance  units  (TOE) 

or  as  trained  individuals  in  an  integrated  workforce  for  the  following  purposes: 

(1)  To  provide  the  capability  of  meeting  military  requirements  for 
initial  wartime  employments  and  contingency  mission. 

(2)  To  ensure  maintenance  of  combat  support  readiness  and  mobility. 

(3)  To  enhance  training,  skill  development,  career  progression  and 
an  adequate  continental  US  rotation  base. 

Military  personnel  may  be  authorized  for  use  in  cases  other  than  the  above  when 
civilian  skills  are  not  available  in  the  local  economy. 

b.  Military  personnel,  other  than  those  assigned  to  real  property  mainte¬ 
nance  activities  (a  above),  will  net  perform  construction,  repair,  maintenance, 
or  utilities  operations  activities.  This  policy  does  not  preclude  the  use  of: 

(1)  prisoners  or  enlisted  personnel  undergoing  nonjudicial  punishment  for 
routine  maintenance  tasks  such  as  grounds  maintenance,  or  (2)  military  person¬ 
nel  for  construction,  repair  and  maintenance  of  welfare,  recreation  or  troop 
living  facilities  on  a  self-help  basis  when  it  does  not  conflict  with  military 
requirements.  (See  AR  210-50  and  AR  420-22  regarding  self-help  programs.) 

8-5.  FAMILY  HOUSING. 

a.  The  laws,  rules,  and  regulations  governing  the  Family  Housing  appro¬ 
priation  differ  from  those  governing  construction  funds  by  other  appropriations. 
Family  housing  support  is  divided  into  the  three  principal  categories:  Incidental 
Improvements,  Maintenance,  and  Repair;  the  Post  Acquisition  Construction  Pro¬ 
gram;  and  New  Construction. 

b.  Limitations  and  approval  authority  requirements  governing  incidental 
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improvements,  maintenance,  and  repair  are  identified  ir.  figure  8-4.  These 
limitations  include  improvements  to  all  buildings  and  other  real  property 
directly  associated  with  a  family  dwelling  unit. 

c.  The  Post  Acquisition  Construction  Program  is  the  means  of  providing 
improvements  other  than  those  allowable  as  incidental  improvements  under  the 
Family  Housing  Operation  and  Maintenance  Program.  The  line  item  improvement 
method  is  used  tc  accomplish  the  major  portion  of  this  program's  objectives 
by  obtaining  PA  and  DOP  approval  and  congressional  authorization  and  appro¬ 
priation  for  accomplishment.  The  minor  construction  method  is  used  to  accom¬ 
plish  improvement  projects  that,  for  reasons  of  urgency,  should  not  be  defer¬ 
red  to  a  future  line-item  improvement  program. 

d.  New  construction  v  ill  be  considered  when  adequate  private  housing,  i 
not  sufficient  to  meet  existing  needs.  Installation  commanders  prepare  and 
submit  construction  programs  and  supporting  data  to  justify  re.-.uirements  as 
needed . 


8 - 6 .  NONAPPROPRIATED  FUND  CONSTRUCTION 


a.  Major  commanders  have  project  approval  authority  ( i . e . ,  authority  t 
validate  requirement  for  construction  of  recreational  fac.il.lt  'e-0  for  all  nor. 
appropriated  fund  construction.  This  authority  nay  be  delegated  in  whole  or 
in  part  to  installation  commanders. 

t.  When  commanders  have  locally  available  nonappropr 5 a t ed  funds  to  cur 
struct  authorized  facilities  (including  bowling  centers)  costing  in  excess  of 
$100,000,  prior  approval  must  be  obtained  from  HQDA  even  though  the  total  lu:. 
ir.g  for  such  a  project  may  be  from  those  locally  available  noncppropi  :  atei 
funds . 

c.  Frcposed  construction  utilizing  morale  support  fund  resources  (see 
chapter  11,  figure  ll-l  for  the  categories  of  nonappropriated  fund  instrur-.e r.t 
liti.es)  and  costing  $100,000  or  less  will  be  included  in  the  major  commands 
capital  expenditure  budget  program.  HQDA  will  exercise  funding  approval  aufh 
ity  for  these  projects.  Tf  requirements  for  projects  become  known  after  HOI  A 
approval  of  annual  MACOM  programs,  they  must  also  be  submitted  to  HQDA  for 
funding  approval. 

d.  Any  construction  project  proposing  to  use  a  combination  of  appro¬ 
priated  and  nonappropriated  funds,  regardless  of  dollar  amount,  requires  HQDA 
and  DCD  approval  before  the  construction  is  begun.  Limitation  and  levels  of 
approval  authority  concerning  Morale,  Welfare  and  Recreational  Facilities  ar.. 
depicted  in  figure  8-3. 

f-?.  REPORTING  AND  DOCUMENTAT T DM  REQUIREMENTS  . 

a.  Project  files  must  be  established  for  all  engineer  pro- nets  tc.  in¬ 
sure  that  all  accumulated  projects  costs  are  identified  and  cent  oDA .  Each 
file  must  also  include  all  correspondence  and  other  documentation  (to  include 
memorandum  for  record  pertaining  to  decisions  resulting  from  d;rc;  asiens,  r.c-e 
ings,  and  telephone  conversations )  concerning  that  particular  project. 
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t .  To  minimize  the  accounting  and  administrative  workload  related  to 
rr.ai nta in : r.g  separate  project  records,  files,  and  certificates  for  routine  one¬ 
time  construction  undertakings  of  nominal  cost,  the  costs  related  to  these 
undertaking::-  may  be  charred  to  appropriate  work  orders  (AP.  420-17 )  with  no  re- 
quirer.erts  for  separate  identification  of  the  actual  costs  by  specific  under- 
tak  inp,,  :  rov :  led  : 

(1)  funded  costs  do  not  exceed  $1,000. 

(2)  Work  limited  to  additions,  expansions,  or  extensions. 

c.  A  Certificate  of  Urgency  is  required  if  a  minor  construction  project 
is  in  excess  of  $100,000,  unless  L'OD  agrees  that  construction  costs  can  be 
amortized  in  3  years  based  on  savings  in  Operation  and  Maintenance  funds. 

d.  On  projects  approaching  regulatory  or  statutory  limitations,  a  day-to- 
day  blotter  record  must  be  maintained,  showing  all  actual  costs  incurred  to 
date . 
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REGULAR  CONSTRUCTION 
(Military  Construc¬ 
tion  Army  Reserve 
Funds) 

Congressional 

Approval  required 
for  all  projects 
regardless  of  dollar 
amount . 
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Operation  and  Maintenance  Funds  cannot  exceed  $75,000  Prohibited  by  Statute. 


CONSTRUCTION ,  MR 


NTE.V.NCE  ,  AMD  i\EI'AIK  oHLCr  LIST 


To  Whom 
Addressed 


DEI!  1.  What  is  this  installation'.-;  approval  aot1  jritv  for  limitation:.-  for  (OMA, 

Compt  OMAR  and  NAF) 

a.  Minor  construction? 
i.  Maintenance? 

c.  Repair? 

DEH  2.  What  is  our  HRFF  quarterly  target? 

Compt 


DEH 


DEH 


V’h.-t  information  is  available  to  the  . - 1  al  a  t  ion  Planning  Board;’ 

4.  <h..t  is  -he  amount  of  our  PMAR  projects.  Hew  r.-nv  of  these  nave  teen 
validated  and  are  "-t ill  current?  Wha*  oar  annual  ?MAP.  floor?  What 
is  our  B  !Ai.  raarteriv  *-a.  get? 

5.  Regarding  alteration  .->nd  minor  construe* :  -  n  ;-r  -nj-efs  (dees  not  apply  to 
Family  Hou-inp  unions  other  wise  spec  :  •  icallv  ind  i -.ateo  ) : 

a.  Has  the  pro  feet,  if  er, :  rate  a  to  c?-?t  in  oxc-s:  of  *"  DC  ,01?  s..t  r.ot 
greater  tnan  $e.0*,,CCi ,  :  eon  ;otermor.ei  to  no  of  ar.  ui-ger.  n-vure? 

If  £-■.  .  a  cer:  it  ication  of  urr-r.r;  Leer  prepared?  If  the  project 
or  not  ur-gen  : ,  do--  it  nett  the  cri"?ria  for  a  gel ' -c  or  pants  t  ins 
project.'  If  r.ei'.ier  of  those  c'r.di"  icnc  i.  met,  the  project  nay  only 
he  funded  as  a  specified  location  project. 

If  an  alteration  prn-'ect,  is  its  estimated  cost  in  excess  c*  275,01?? 
If  so.  is  itr,  estimate-.1  cost  in  excess  n*  "0  per  cent  of  r-p  lacener.t 
costs  of  the  complete  racility?  75  so,  HQDA  approval  is  required. 

Has  th--  project  i."‘n  lei  eted  by  Congress  from  previous  preposed  con¬ 
struction  programs?  If  so,  Secretary  or  Defense  approval  is  required. 

d.  Is  the  project  to  he  performed  on  a  facility  within  1  year  of  accept¬ 
ance  of  that  facility? 

For  Family  Housing:  Is  the  project  tc  be  performed  on  a  facility 
within  3  years  of  "ot~l  beneficial  occupancy  of  that  facility,  or  is 
a  subject  line-item  improvement  or  minor-  construction  project  to  be 
performed  on  a  dwelling  unit  improved  under  the  line-item  improvement 
portion  of  the  Family  Housing  Construction  Program  within  the  last  3 
years?  If  so,  in  either  case,  HQDA  approval  is  required. 

e.  Is  the  project  a  part  of: 

(1)  Incremental  construction  of  a  new  facility?  If  so,  approval  of 
the  agency  having  approval  authority  of  the  total  facility  is 

; equired . 

(2)  Planned  incremental  construction  of  a  new  interdependent  group 
(or  complex)  of  facilities?  If  so,  HQDA  approval  is  required 
even  though  each  separate  project  has  a  funded  cost  of  $50,000 
or  l°ss. 
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i 


Whom 
lives  sed 


f. 


(3)  .A  larger 


reject  that  nas  beer. 


proval  authority?-  If  so,  the 

Is  the  rrejeet  part  of  the  present 
improvement  budget,  or  i.as  it  been 
reiitly  effective  regulation  or  law? 


subdivided  1  o  comply  with  ap- 
project  is  not  authorized. 

MCA  or  Family  Housing  line-item 
authorized  under  any  other  cur- 
lr  sc,  the  project  may  not  be 


financed  as  minor  construction. 


Have  all  project  costs  been  identified  and  categorized  as  funded  costs 
versus  unfunded  costs  per  f. R  1 ?  —  ?£>? 


] 

! 


c 
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Chapter  9 


RESEARCH,  DEVELOPMENT,  TEST,  AND  EVALUATION  ( RDTE ) , 

ARMY,  APPROPRIATION 

9-1.  GENERAL .  The  ultimate  objective  of  Army  research  and  development  (PSD) 
is  timely  development  of  weapons,  equipment,  and  systems,  all  at  minimum  total 
cost,  with  adequate  performance  to  meet  approved  operational  requirements,  and 
with  the  capability  of  being  effectively  manned  and  supported  in  any  environ¬ 
ment,  and  under  all  conditions  of  war. 

9-2.  DROGRAM  DEVELOPMENT.  The  annual  funding  program  for  any  RDTE  project 
will  be  developed  in  an  incremental  basis.  Incremental  programing  will  pro¬ 
vide  funding  year-by-year,  as  distinguished  from  fully  funding  the  total  cost? 
at  the  time  the  program  is  initially  authorized.  Generally,  the  annual  fund¬ 
ing  increment  of  any  RDTE  project  will  be  limited  to  the  obligation  authority 
necessary  to  cover  all  costs  expected  to  be  incurred  during  a  12-month  period, 
including,  only  those  costs  which  are  necessary  to  further  the  project  toward 
its  objective  during  that  increment  of  the  total  schedule. 

9-3.  PROGRAM  SUBMISSION.  Program  and  budget  guidance  is  issued  to  the  dev¬ 
eloping  agencies  during  January  in  the  form  of  a  project  listing  which  speci¬ 
fies  dollar  limitations.  In  Marcn,  the  developing  agencies  submit  detailed 
program  recommendations  for  tasks,  projects,  and  programs  to  HQDA,  which  are 
based  on  the  program  and  budget  guidance.  The  program  recommendations  include 
basic  information  required  for  the  review  of  the  RDTE  program. 

9-4.  REVIEWS  OF  ARMY  RDTE  PROGRAM.  The  integrated  management  of  RDTE  programs 
in  conjunction  with  procurement  programs  is  reviewed  semiannually.  This  inte¬ 
grated  acquisition  management  is  evaluated  by  the  Research  Development  Acqui¬ 
sition  Committee  (RDAC)  which  makes  a  recommendation  to  the  Office  of  the 
Deputy  Chief  of  Staff  for  Research,  Development,  and  Acquisition  (ODCSRDA),  in 
the  form  of  logically  prepared  programs,  consistent  with  funding  constraints. 

9-5.  APPROVED  PROGRAM  FOR  THE  BUDGET  YEAR. 


a.  After  the  review  described  in  paragraph  9-4  above  is  completed,  the 
program  ref.'  ects  a  funding  level  for  each  program  and  project  that  corresponds 
in  total  to  the  Army  RDTE  portion  of  the  budget  presented  to  Congress  by  the 
President  the  preceding  January.  Proposed  congressional  adjustments  will  be 
included  if  they  are  known  when  the  program  is  developed.  The  program  is  sub¬ 
mitted  to  DOD  in  the  form  of  a  project  listing,  with  supporting  documentation, 
and  serves,  among  other  things,  as  a  request  to  DOD  for  apportionment  of  funds 
for  the  budget  year. 

b.  After  review  and  "markup"  by  DOD,  an  apportionment  decision  is  made 
based  on  the  project  listing  previously  furnished.  This  is  the  approved  proj¬ 
ect  listing  for  Army  RDTE  for  the  budget  year. 

c.  Major  commands  receive  the  project  listings  which  authorize  the  com¬ 
mands  to  begin  execution  of  their  individual  programs. 
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d.  After  Congress  adjusts  the  President's  Budget  to  reflect  ongress ior.al 
amendments  and  apportionment  changes,  the  current -base-program  (basis  for  re¬ 
programing)  for  RDTE  is  developed  and  distributed  to  the  commands.  These  ad¬ 
justments  may  increase  or  decrease  the  funding  levels  for  the  developing  agencies. 
Normally,  the  current -base-program  is  distributed  at  the  same  level  as  the 
project  listings  and  serves  as  the  base  for  reprograming  action.  Any  funds 
which  are  approved  by  OSD  but  held  by  OSD  and  DA  as  not  available  for  obligation 
constitute  the  deferred  program.  These  funds  will  not  be  included  in  alloca¬ 
tions  to  the  developing  agencies.  Annex  A  at  the  end  of  this  chapter  lists  the 
management  and  control  principles  of  RDTE  resources. 

9-6.  REPROGRAMING . 

a.  The  nature  of  the  RDTE  effort  requires  flexibility  in  the  application 
of  financial  resources.  It  is  a  principal  function  of  management  to  make 
"trade  offs"  (i.e.,  move  resources  between  programs  and  projects  for  their  most 
productive  use).  Congress  generally  accepts  the  view  that  unforeseen  require¬ 
ments  or  changes  in  operating  conditions  may  require  some  diversion  of  funds 
from  the  specific  purpose  for  which  they  have  been  justified.  Although  sound 
effective  management  may  require  the  shifting  of  funds  from  specific  uses 
originally  planned,  funds  should  be  used  substantially  for  the  purposes  for 
which  justified.  No  formal  requests  for  reprograming  can  be  presented  to  the 
Congress  unless  it  is  for  higher  priority  items  based  on  unforeseen  military 
requirements.  Identification  of  high  priority  programs  will  be  provided  by 
ODCSRDA . 

b.  To  allow  the  flexibility  essential  to  the  most  productive  use  of  funds, 
the  greatest  degree  of  authority  commensurate  with  sound  management  practice 
should  be  delegated  to  subordinate  agencies  responsible  fc.r  program  execution. 
Annex  B  at  the  end  cf  this  chapter  lists  F.DTE  reprograming  policies. 
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ANNEX  A 


MANAGEMENT  AND  CONTROL 


1 .  Management . 


a.  It  is  mandatory  for  developing  agencies  to  remain  within  their  current 
approved  program.  Funding  for  a  project  will  not  be  increased  beyond  delegated 
reprograming  authority.  Except  in  the  research  and  exploratory  development 
categories,  developing  agencies  will  not  undertake  new  projects  or  extend  proj¬ 
ects  to  areas  previously  not  funded.  Similarly,  contractors  will  not  be  per¬ 
mitted  to  include  additional  costs  in  a  contract  that  will  require  funds  to  be 
reprogramed  from  other  sources  until  the  funding  sources  have  been  authorized. 


b.  ODCSRDA  will  be  notified  as  early  as  practicable  of  potential  cost  in¬ 
creases  that  will  exceed  the  developing  agencies'  reprograming  authority.  Noti¬ 
fication  will  include  recommended  adjustments  within  the  program  elements  on 
projects  concerned  to  accommodate  the  increases.  Further  action  will  be  delayed 
until  these  recommendations  have  been  reviewed  and  approved  by  ODCSRDA  and/or 
Congress . 

c.  Developing  agencies  will  monitor  and  control  the  total  RDTE  resources 
available  to  installations/activities  under  their  control.  Developing  agencies 
must  insure  that  the  installations /activities  are  preparing  internal  operating 
budgets  for  their  cost  centers  and  that  such  budgets  allow  a  comparison  between 
planned  and  actual  performance.  The  collection,  distribution,  and  control  of 
costs  under  a  cost  center  concept  will  be  used  in  management  accounting  sys¬ 
tems  for  the  RDTE  appropriation  at  installation  level. 

d.  Specific  authority  for  obligation  of  available  funds  is  administratively 
controlled  at  the  budget  subactivity  (program  element)  level.  Therefore,  under 
the  provisions  of  RS  3679,  legal  limitations  on  obligations  are  at  the  budget 
subactivity  level. 


e.  The  Defense  Appropriation  Act  usually  provides  that,  unless  otherwise 
stated  in  the  appropriation  act,  RDTE  funds  will  be  available  for  obligation 
for  a  period  of  2  successive  years. 


f.  Army  RDTE  funds  will  not  be  used  to  support  work  at  Federal  Contract 
Research  Centers  (FCRC)  without  the  ODCSRDA 's  approval  of  a  FCRC  ceiling.  The 
funds  and  ceiling  used  to  support  FCRC  work  must  be  available  in  the  same  pro¬ 
gram  year.  The  following  centers  are  subject  to  ceiling  limitations: 


(1)  Institute  for  Defense  Analyses  (IDA). 

(2)  Applied  Physics  Laboratory  (Johns  Hopkins  University). 

(3)  Center  for  Naval  Analyses  (University  of  Rochester). 

(4)  Applied  Research  Laboratory  (Pennsylvania  State  University). 

(5)  Lincoln  Laboratory  (Massachusetts  Institute  of  Technology). 

(6)  Aerospace  Corporation. 

('■')  Analytic  Services,  Inc.  (ANSER) 

(8)  MITRE  Corporation. 

(9)  RAND  Corporation. 
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2.  Programwide  activities.  This  program  supports  the  costs  of  RDTE  in-house 
effort  that  cannot  logically  be  charged  to  a  specific  project  or  projects  l.-'ii.r 
conducted  in  one  of  the  other  RDTE  budget  programs.  When  the  facility  or  in¬ 
stallation  has  RDTE  funded  projects  or  programs,  cost  for  these  projects  shoal  : 
be  controlled  by  individual  cost  centers  and  prorated  to  the  benefiting  rropr 
(also  see  AR  37-112  (Management  Accounting  for  RDTE  Appropriation)  and  ~.P  37- 
100-XX). 

3.  Special  purpose  equipment.  Special  purpose  equipment  is  that  equipment 
peculiar  to  the  overall  RDTE  function  which  is  essential  to  the  execution  of 
the  R6D  program.  Special  purpose  equipment  does  not  include  standard  items 
acquired  by  the  procurement  appropriations,  repair  and  utility-type  equipment, 
or  nonproductive  capital  equipment  (e.g.,  desks,  chairs,  typewriters,  and  other 
administrative  items).  The  developing  agency's  list  of  approved  special  purpose 
equipment  will  not  be  altered  by  the  procuring  installation  without  the  prior 
approval  of  the  developing  agency. 

4 .  Administrative  and  nonproduct iv<-  capital  equipment  for  industrial  funded 
research  and  development  installations.  The  procurement  of  nonproductive 
capital  equipment  costing  $5,000  or  more,  benefiting  more  than  one  P.DTE  project, 
and  having  a  normal  useful  life  of  more  than  1  year  is  to  be  considered  an 

RDTE  investment  as  distinguished  from  an  expense  and  will  be  financed  from 
programwide  activities'  funds.  The  procurement  of  tools  and  equipment  having 
a  normal  useful  life  of  less  than  1  year  or  having  a  unit  cost  of  less  than 
$5,000  will  be  financed  from  the  industrial  fund  for  recovery  as  part  of  operat¬ 
ing  costs. 

5.  Transportation  costs.  The  costs  of  transporting  items  being  tested  and 
the  supplies  and  equipment  required  to  support  the  test  from  an  RSD  activity/ 
installation  to  a  test  site  or  test  board  are  properly  chargeable  to  the  RDTE 
appropriation. 
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ANNEX  B 


REPROGRAMING 


1.  Reprograming  policies. 

a*  in  accordance  with  AR  70-6.  the  Deoartment  of  the  Armv  is  authorized  to 
reprogram  funds  between  program  elements  subiect  to  the  following  restrictions: 

(1)  Reprograming  action,  single  or  cumulative,  involving  an  increase 
of  $2,000,000  or  more  in  any  program  element,  including  the  addition  of  a  new 
program  element,  requires  the  prior  approval  of  OSD. 

(2)  No  reprograming  may  be  made  which  results  in  an  increase  to  a 
program  element  that  was  omitted,  deleted,  or  specifically  reduced  by  Congress. 
Specific  identification  of  these  program  elements  will  be  provided  by  ODCSRDA. 

(3)  Reprograming  of  funds,  regardless  of  amount,  to  a  new  effort  (i.e. 
new  proposal,  line  item,  or  program  which  was  not  included  in  the  program  pre¬ 
viously  justified  to  the  Congress)  requires  prior  approval  of  HQDA .  Initiation 
and  cancellation  of  projects  is  governed  by  AR  70-1  (Army  Research,  Development 
and  Acquisition). 

(4)  Due  to  special  interest  of  OSD,  HQDA,  other  Government  agencies, 
or  the  Congress,  there  may  be  certain  cases  where  reprograming  may  require  ad¬ 
vance  approval--regardless  of  the  amount  to  be  reprogramed  or  the  level  of  re¬ 
programing.  These  cases  will  be  exceptional,  with  reprograming  restrictions 
applied  individually. 

(5)  Reprograming  will  not  be  done  if  it  would  change  the  purpose  of 
an  existing  prior  year  approved  program. 

(6)  Reprograming  of  funds  between  fiscal  years  will  not  be  done  unless 
specifically  authorized  by  an  Act  of  Congress. 

b.  Reprograming  which  exceeds  the  criteria  in  1(1)  through  (6)  above  will 
be  submitted  to  ODCSRDA  by  letter,  with  complete  justification  for  approval 
prior  to  impiementatic n.  Requests  for  reprograming  actions  that  exceed  the 
authority  delegated  to  developing  agencies  must  be  financed,  for  the  most  part, 
within  the  developing  agency's  total  current  available  resources.  ODCSRDA,  in 
conjunction  with  the  developing  agency,  will  attempt  to  find  mutually  agreeable 
sources  of  funds.  When  additional,  new,  or  unprogramed  requirements' are  for¬ 
warded  for  consideration,  reprograming  requests  will  include  the  following: 

(1)  The  priority  of  the  requirement,  in  relation  to: 

1  ’>  other  unfinanced  requirements  previously  forwarded  for  con- 

13 era!  ion . 

(b)  Other  currently  approved  programs  from  which  funds  might  be 

tar en . 
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(2)  A  recommendation  of  a  source  for  the  required  ,:und:.  { from 
sources  available  to  the  developing  agency)  and  the  impact  on  the  source 

2 .  Delegation  of  reprograming  authority. 

a.  Subiect  to  the  policy  restrictions  in  paragraph  la,  developing  agencies 
are  delegated  authority  to  reprogram  RDTE  funds  without  prior  approval  of  HQDA, 
in  accordance  with  the  dollar  limitations  indicated  as  follows: 

(1)  Dual  responsibility  for  program  element  execution,  (program  ele¬ 
ments  for  which  two  or  more  developing  agencies  have  some  responsibility). 

(a)  The  Commander,  US  Army  Materiel  Development  and  Readiness 
Command,  may  make  cumulative  changes  not  to  exceed  $1,000,000  in  the  current- 
base  -pro  gram  amount  for  the  assigned  portion  of  a  program  element.  Cumulative 
reductions  in  excess  of  $1,000,000  may  be  made  in  program  elements  of  prior 
year  RDTE  programs  when  funds  are  required  to  finance  increased  costs  in  other 
areas  for  the  same  program  year. 

(b)  The  Commander,  US  Army  Security  Agency,  may  make  cumulative 
changes  not  to  exceed  $975,000  in  the  current -base -program  amount  for  the  as¬ 
signed  portion  of  a  program  element. 

(c)  The  Commander,  US  Army  Training  and  Doctrine  Command;  The 
Surgeon  General;  the  Chief  of  Engineers;  and  the  US  Army  Research  Institute 
may  make  cumulative  changes  not  to  exceed  $250,000  in  the  current -base-program 
amount  for  their  assigned  portions  of  a  program  element. 

(d)  All  other  developing  agencies  may  make  cumulative  changes  .net 
to  exceed  $100,000  in  the  current -base -program  amount  for  their  assigned  cor- 
tions  of  a  program  element. 

(2)  Sole  responsibility  for  program  element  execution,  (program  ele¬ 
ments  for  which  one  developing  agency  has  sole  responsibility'!.  Developing 
agencies  are  authorised  to  make  cumulative  changes  of  less  than  $2,000,000  in 
the  current -base -program  amount  of  a  program  element. 

(a)  Cumulative  reductions  in  excess  of  $2,000,000  may  be  made  in 

a  program  element  in  prior  year  RDTE  programs  when  funds  are  required  to  finam  e 
increased  costs  in  other  areas  for  the  same  program  year. 

(b)  No  exception  to  the  $2,000,000  limitation  can  bo  made  for 

increases . 

b.  ODCSRDA  specifically  reserves  the  right  to  disapprove  any  command  re¬ 
programing  action  that  circumvents  guidance  provided  to  the  developing  agencies 
on  work  priorities  and  directed  fund  increases  and  decreases. 
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Chapter  10 

ARMY  PROCUREMENT  APPROPRIATIONS 


10-1.  GENERAL .  r'he  five  Army  procurement  appropriations  are:  Procurement  of 
Aircraft,  Army;  Procurement  of  Missiles,  Army:  Procurement  of  Weapons  and 
Tracked  Combat  Vehicles,  Ar'ir.y;  Procurement  of  Ammunition,  Army;  and  Other  Pro¬ 
curement,  Army.  All  of  these  procurement  appropriations  are  part  of  the  in¬ 
vestment  appropriations.  These  appropriations  are  available  for  obligational 
purposes  for  3  years  and  2  additional,  years  for  disbursement  and  obligational 
adjustments.  The  procurement  appropriations  consist  of  two  types  of  programs, 
Direct  and  Customer.  The  direct  program  is  to  satisfy  the  Army's  direct  needs. 
The  customer  program  consists  of  those  requirements  placed  on  the  Army  by 
authorized  customers  for  Army  items. 

10-2.  BUDGET  FORMULATION. 

a.  Each  year  the  Army  must  budget  and  program  for  its  procurement  by 
individual  line  item,  such  as  the  XM1  Tank,  the  Blackhawk  Helicopter, 

and  individual  rounds  of  ammunition.  For  the  Army's  direct  needs,  the  Ccr.press 
annually  authorizes  and  funds  materiel  purchases  at  specific  quantities  and 
funding  levels  tor  each  procurement  appropriation.  This  is  a  relatively  de¬ 
fined  procedure  that  permits  both  the  Congress  and  the  Army  tc  know  what  was 
authorized  for  procurement. 

b.  Each  year  the  Army  is  required  to  program  and  budget  for  what  it 
anticipates  to  sell  to  its  customers.  The  majority  of  these  customer  orders 
are  from  foreign  countries  and  are  either  foreign,  i.'.ilita-y  sales  or  military 
assistance  (Grant  in  Aid).  Also  included  are  requirements  for  other  de~or.se 
services.  This  estimate  is  at  the  total  appropriation  level.  Since  it  is  un¬ 
likely  that  the  Army  can  accurately  forecast  when  foreign  governments  mill  re¬ 
quest  specific  items,  broad  estimates  are  male.  Nonetheless,  estimates  are 
required  to  re  presented  in  the  procurement  appropriation  budget  request  which 
follows  the  normal  budget  process.  However,  it  is  this  not  so  well  defined 
customer  order  program  portion  of  the  tot  .  L  program  that  has  caused  the  najorit 
cf  the  Army's  financial  problems  In  the  procurement  appi opr cations. 

10-3.  r'JPCET  EXECUTION. 

a.  The  approved  program  is  established  by  passage  of  both  the  Autt  or in¬ 
ti  on  ar.d  Apr rupriation  Acts  by  the  Congress.  These  acts  refloat  adjustments 
made  to  the  5  '•esidont  ’ r.  Budget.  DA  submits  co  LCD  and  0MB  an  apportionment 
request  foi  *  unde  for  the  budget  year.  This  request  is  supported  by  a  >  1 1 e \ 
ii~e  i  t  •  •  rufr.u.,  and  normally  reflects  the  budget  requirement?  appro\  '. 
the  ot.pr  .r . 

1  .  Arm/  Is  required  to  control  its  d*'reet  Ann-  prcc  lr-nrcr4-  .  •  -parr 

at  the  ]'  .-  -:,em  level,  v:  th  programs  re  1  ea.  r.d  to  the  fic.2  d  icier, r' :  iv-  in 
unrfiti  ■  a.  ioll.i:  a r  ur.ts.  "owever,  the  t  r eg ra: :  it  manages  f  :•  terra*  •. 
is  on!’  -  '  1  d  *  the  >;  ■  t  rial  ior.  l-»vol  ,  v.  i  ti  funds  released  t-  ‘he  uu  ■ 

agj  !  *  r-'te  ;  <  cf.  This  type  i  +or-.r  prorr  ar.  'ontrol  is  '’ur  o  do  rr  o:p: 
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system  whereby  the  commodity  commands  that  manage  the  procurement  programs  re¬ 
ceive  orders  directly  from  the  US  Army  .  -cur  j  try  Anris:  .mo-  '  (".  ■.  ) 

and  other  DOD  components.  Therefore,  HQDA  does  not  release  the  customer  pro¬ 
gram  identified  in  quantities  and  dollar  amounts,  since  obligational  authority 
can  only  be  used  after  receipt  of  a  firm  customer  order.  Once  received  and 
recorded  by  the  commodity  commands,  the  customer  order  establishes  reimburs¬ 
able  obligational  authority  that  may  be  used  in  procuring  the  materiel  for 
the  customers.  Therefore,  customer  program  authority  and  obligational  author¬ 
ity  applied  cannot  exceed  the  total  amount  of  the  confirmed  order  that  will 
ultimately  be  billed  and  collected  back  into  the  procurement  appropriations. 

c.  Many  problems  developed  over  the  years  since  the  Army's  direct  ob¬ 
ligational  authority  and  the  reimbursable  obligational  authority  were  not 
tightly  controlled  and  in  some  cases  became  co-mingled.  This  type  of  manage¬ 
ment  and  control  system  contributed  to  the  overallocatior.  and  overobligation 
of  several  of  the  procurement  appropriations  in  recent  years.  Since  the  cus¬ 
tomer  program  is  an  estimate  at  the  beginning  of  each  year,  it  must  be  adjusted 
to  that  amount  of  program  authority  that  will  actually  be  obligated  in  order 

to  satisfy  all  orders  received  during  that  year.  The  total  program  amount 
(required  to  be  obligated)  is  normally  less  than  the  total  orders  received, 
since  some  orders  are  filled  from  stock  without  replacement.  Without  the  need 
to  buy  these  items,  program  authority  is  not  required. 

d.  HQDA  may  request  adjustments  to  provide  for  changes  in  materiel 
requirements  which  occurred  subsequent  to  the  time  of  the  original  budget  esti¬ 
mate.  However,  DA  must  confine  all  adjustments  and  reprograming  action  within 
the  limits  of  the  total  obligation  authority  (TOA)  reflected  in  the  appropria¬ 
tion  act.  Annex  A,  at  the  end  of  this  chapter,  covers  reprograming  thresholds. 

10-4.  REPROGRAMING  AUTHORITY.  Reprograming  authority  is  illustrated  in  Annex 
B.  Reprograming  between  program  years  can  only  be  accomplished  by  the  submis¬ 
sion  of  a  reprograming  request  to  HQDA  for  OSD  approval,  ’'irect  Armv  reprogram¬ 
ing  authority  will  not  be  construed  to  permit  the  addition  of  quantities,  the 
expansion  of  approved  scopes  of  work,  or  the  addition  of  a  new  item  to  prior 
year  programs . 
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ANNEX  A 


REPROGRAMING  THRESHOLDS  (DODI  7250.10)' 

1.  Direct  Army.  DOD  and/or  congressional  approval  is  required.  Specific 
approvals  will  be  obtained  with  respect  to  reprograming  actions  pertaining  to 
the  following: 

a.  Items  omitted  or  deleted  by  the  Congress  from  programs  as  originally 
presented. 

b.  Items  for  which  specific  reductions  in  the  amounts  originally  requested 
were  made  by  the  Congress. 

c.  An  increase  in  pr'ocurement  quantity  of  an  individual  aircraft,  missile, 
tracked  combac  vehicle,  or  other  weapons  for  which  fund  authorization  was 
enacted  in  compliance  with  10  USC  138  (formerly  section  412b  of  PI  86-149,  as 
amended) . 

a.  Any  items  when  the  resources  to  finance  the  increase  are  derived  in 
whole  or  in  part  from  unprogramed  balances  previously  reported. 

e.  An  increase  of  $5  million  or  more  in  a  budget  line  item  or  the  addi¬ 
tion  of  a  new  program  line  item  in  the  amount  of  $2  million  or  more. 

f.  The  addition  of  a  new  program  line  item  irrespective  of  the  dollar 
amount  if  it  requires  significant  follow-on  costs. 

g.  Any  reprograming  action  involving  the  application  of  funds,  irrespective 
of  the  dollar  amount,  to  items  in  which  one  or  more  congressional  committees 

is  known  to  have  a  special  interest;  also  any  reprograming  action  which,  by 
nature  of  the  action,  is  known  to  be  or  has  been  designated  as  a  matter  of 
special  interest  to  one  or  more  committees  (e.g.,  reprograming  between  appro¬ 
priations,  reprograming  between  program  years). 

2.  Customer.  Customer  reprograming  of  quantities  and  scope  of  work  will  be 
accomplished  by  appropriate  amendments  to  the  customer  orders,  since  customer 
programs  are  not  subject  to  line-item  reprograming  controls. 
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ANNEX  B 


REPROGRAMING  AUTHORITY  PROCUREMENT  PUN PE 


Reprograming  for:  Advance  Notification  PAIT.OM  UPA'.'C 

approval  of  Congress  HQDA  author 

of  Con-  advance  ap-  author. ’tv 

gress  re-  proval  OOP 
quired 


1.  Items  omitted  or  deleted  from 

budget  by  Congress.  X 

2.  Items  reduced  by  Congress.  X 

3.  Item  of  special  interest  to  any 

congressional  committee.  X 

4.  Any  increased  quantity  of  10  USC  138  ' 

items,  (Acft,  Msl,  Trkd  Cbt  Vehs  6 
other  Wpns ) .  X 


5.  Any  items,  when  the  resources  to  fi¬ 

nance  the  increase  are  derived  in 
whole  or  in  part  from  unprogramed 
balances  previously  reported.  X 

6.  Increase  of  $5  million  or  more  to  a 

budget  line  item.  X 

7.  Addition  of  a  new  program  line  item 

of  $2  million  or  more.  X 

8.  Addition  of  a  new  program,  line  item 

irrespective  of  the  amount  if  it  re¬ 
quires  significant  follow-on  cost.  X 

9.  Increases  of  approved  program  line 

item  under  SI  million  (cumulative) 
atove  the  current  base  for  repro¬ 
graming.  X 

10.  The  decrease  of  the  dollar  value  ot 
an  approved  program  line  item  for 

any  amount .  X  X 

11.  Except  for  10  138  items  and  other 

congressional  restrictions,  increase 
quantities  within  dollar  limitations 

and  reduce  quantities  with  no  limit.  X 

I  .  Addition  of  new  line  item  into  the 

program  of  02  million  provided  there 

is  no  significant  follov-on  cost.  X 
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Advance 

Notification 

DARCOM 

USACC 

approval 

of  Congress 

HQDA 

authority 

of  Con¬ 

advance  ap¬ 

authority 

gress  re¬ 
quired 

proval  OSD 

1 3.  Increase  the  dollar  value  of  DA  re¬ 
leased:  line  item  for  any  amount  up 

to  $3  million  provided  the  total  pro¬ 
gramed  amount  does  not  exceed  the  es¬ 
tablished  base  for  reprograming  plus 

the  Army's  threshold  of  $4,999  million.  X 

14.  Addition  of  a  new  standard  "A"  line 
item  if  the  item  is  needed  to  meet 
current  issue  requirements  and  the 
total  value  is  less  than  $500  thousand 
for  the  total  quantity  for  each  item 

added.  X 

OSD  RESTRICTIONS  FOR  PRIOR  YEAR  PROGRAMS 


1 . 

Add 

no 

new  line 

items . 

2. 

Add 

no 

increase 

In  quant  it ioc . 

3. 

Add 

no 

increase 

to  approved  scope  of  work 
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Chapter  11 


NONAPFROPRIATED  FUNDS 

11-1.  GENERAL.  The  financial  management  of  Nonappropriated  Funds  (NAF)  in 
the  1980's  is  an  important  element  in  the  operation  of  any  installation.  NAF 
financial  management  encompasses  approximately  1,800  activities  which  generate 
sales  in  excess  of  03  billion  per  year.  (See  figure  11-1  for  categories  of 
NAF's.)  These  NAF  activities  employ  approximately  32,000  full  and  part-time 
NAF  employees  as  well  as  approximately  9,000  appropriated  fund  employees.  Dur¬ 
ing  Fiscal  Years  1979  and  1980,  significant  inroads  have  been  made  in  the  auto¬ 
mation  of  NAF  accounting,  reporting,  and  payroll  functions  under  the  auspices 
of  the  Nonappropriated  Fund  Information  Standard  System  (NA.FICS),  further 
refinements  of  the  program  and  budgeting  process  and  an  increased  awareness  of 
financial  reporting  and  analysis.  It  should  be  emphasized  that  NAF's  are 
business  like  activities  and  should  be  viewed  as  such  in  that  profit  and  loss 
are  important  indicators  of  performance . 

11-2.  BUDGETING. 

a.  The  nonappropriated  fund  budgets  are  a  plan  of  action  for  the  NAFs 
in  the  command.  The  budgetary  process  for  morale,  welfare,  and  recreation 
(MWP.)  activities  must  be  a  meaningful,  quantitative  expression  of  program 
requirements.  This  process  of  budget  formulation,  introduced  as  the  require¬ 
ments  budgeting  system,  tasks  the  activity  level  director  to  initiate  program 
requirements,  and  the  commander  to  insure  that  there  is  the  necessary  interplay 
between  program  development  and  the  budgetary  proceedings  to  insure  that  the 
program  is  funded  and  implemented. 

b.  NAF  budgets  will  be  prepared  to  provide  operating  managers  (includ¬ 
ing  fund  custodians  and  staff  proponents)  and  officials  above  operating  man¬ 
agers  with  resource  data  to  be  used  in  command  management  decisionmaking.  The 
budgetary  process  for  MWR  activities  will  identify  total  anticipated  appropriate' 
and  nonappropriated  fund  resources ,  whether  the  same  or  separate  planning  docu¬ 
ments  are  used,  and  provide  the  basis  for  considering  morale  and  recreational 
program  funding  alternatives.  DA  policy  is  that  the  MWR  will  utilize  appro¬ 
priated  funds  supplemented  by  nonappropriated  funds  whereby  appropriated  fund 
support  will  be  maximized. 

c.  Four  types  of  budgets  should  be  prepared  for  all  nonappropriated 
fund  instrumentalities  (NAFI)  except  Chaplain  funds  and  the  club  system.  Actual 
and  programed  performance  by  these  budgets  will  be  compared  monthly  to  provide 
for  the  identification  and  correction  of  significant  variances. 


(1)  The  Annual  Operating  Budget  projects  income  and  expenses  and 
permits  the  comparison  and  analysis  of  programed  data  with  actual  data. 


(2)  Capital  Expenditure  Budgets  show  projections  for  working  capi¬ 
tal,  acquisition,  renovation,  expansion,  and/or  replacement  of  fixed  assets, 
and  indicate  sources  of  funding. 
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(3)  Cash  Flow  Budgets  show  existing  cash  resources  and  anticipated 
cash  receipts  and  disbursements,  and  forecast  cash  balances  on  specified  dates. 
The  cash  budget  should  reconcile  with  the  operating  and  capital  expenditure 
budgets.  The  cash  flow  budget  should  serve  as  the  focal  point  for  a  weekly 

or  monthly  cash  flow  analysis. 

(4)  Source  of  funds  budgets  are  annually  prepared  tc  identify  the 
sources  of  appropriated  and  nonappropriated  funds  that  will  be  applied  to  pro¬ 
jected  activity  requirements. 

d.  The  appropriated  and  nonappropriated  fund  budgets  for  the  MUR  activ¬ 
ities  should  be  prepared  concurrently  (although  documented  separately)  and  con¬ 
sidered  conceptually  as  one  total  requirement. 

MWR  programs,  to  include  both  the  appropriated  and  nonappropriated  fund  portions, 
will  be  reviewed  by  the  Program  Budget  Advisory  Committee.  Commands  must  in¬ 
sure  that  local  generation  of  income  is  maximized  and  fund  equities  have  been 
either  spent  or  invested  prior  to  requesting  nonappropriated  funds  from  HQDA. 

In  the  commander's  statement  required  at  the  end  of  the  budgeting  process, 
commanders  will  be  required  to  state  where  the  funds  to  support  their  programs 
were  generated.  This  will  allow  for  both  the  appropriated  fund  and  nor.appro- 
priated  fund  budgets  to  be  evaluated  by  HQDA  to  insure  that  their  program 
requirements  interface  with  the  respective  budgets. 

e.  The  Army  club  system  has  its  own  budgeting  process  and  documents 
which  outline  the  clubs  unique  budgetary  requirements. 

(1)  Annual  Operating  Budget.  This  is  the  plan  of  the  clubs  activ¬ 
ities  by  revenue  and  expense  items  for  the  fiscal  year. 

( 2 )  Capital  Expenditure  Budget /Appropriated  Fund  Support  Budget. 

This  is  a  5  year  summary  of  planned  expenditures  by  type  of  expenditure  and 
source  of  funding.  It  also  provides  a  projection  of  appropriated  fund  support 
furnished  the  club  system. 

(3)  Monthly  and  Year-to-Date  Variance  Analysis.  Compares  monthly 
projections  from  the  Annual  Operating  Budget  with  actual  results.  This  type 
analysis  enables  managers  to  focus  on  areas  where  revenue  or  expenses  are 
greater  or  less  than  budgeted. 

It  is  essential  for  these  club  budgets  to  be  reviewed  to  insure  that  the  HQDA 
directed  net  income  objective  is  achieved  and  that  the  MWR  activities  receive 
their  required  distribution  of  Package  Beverage  Branch  profits. 

f.  It  is  imperative  that  the  Central  Accounting  Office  (CAO)  prepare 
its  operating  budget  prior  to  the  preparation  of  the  MWR  and  club  budgets. 

Since  the  CAO  is  an  expense  to  these  funds,  it  is  necessary  that  they  have  an 
accurate  portrayal  of  expenses  when  preparing  their  budgets. 
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11-3.  ACCOUNTING. 


a.  Appropriated  fund  and  ronappropriated  fund  accounting  systems  will 
furnish  the  reports  pertaining  to  MWR  and  club  operations  as  required  by  OSD. 

All  direct,  readily  identifiable  expenses  incurred  in  support  of  NAF  activities 
must  be  accumulated  in  the  accounting  system  at  the  installation  or  activity 
level.  This  requires  full  disclosure  of  NAF  and  nonreimbursable  appropriated 
fund  costs  to  the  installation  commander  and  his  staff.  Inherent  within  this 
reporting  requirement  is  the  accumulation  of  related  appropriated  fund  resources 
provided  to  nonapprepriated  programs  and  facilities. 

b.  A  Central  Accounting,  Division  (CAD)  must  be  established  at  the  in¬ 
stallation  level  unless  it  can  be  documented  that  it  is  not  cost  feasible  and 
an  exception  granted  by  DA.  They  are  designed  to  provide  the  installation 
with  professional  and  standardized  accounting  and  reporting  functions  for  non- 
appropriated  fund  activities  on  the  installation,  including  the  installation 
club  system.  Participating  activities  perform  basic  operational  functions  and 
clerical  duties,  such  as  collection  of  receipts,  preparing  and  making  deposits, 
preparing  time  and  attendance  reports,  and  furnishing  the  CAD  all  source  data 
pertaining  to  cash  receipts  and  obligations  incurred.  The  CAD  is  an  organiza¬ 
tional  entity  of  the  installation  finance  and  accounting  office  (FAQ)  and  a 
staff  responsibility  of  the  comptroller. 

c.  The  central  accounting  officer  (CAC),  in  addition  to  insuring  that 
his  organizational  entity  actively  complies  with  DA  and  DOD  directives,  possesses 
an  even  more  critical  external  obligation  to  the  command- -that  of  providing 
analytical  interpretation  of  financial  statements  and  providing  recommendations 
for  financial  improvement  of  all  NAF  operations.  The  preparation  cf  account¬ 
ing  data  for  external  distribution  maximizes  the  effectiveness  of  the  account¬ 
ing  system.  Also,  providing  interpretive  data  throughout  the  command's  deci¬ 
sionmaking  levels  is  a  vital  link  in  the  NAF  financial  management  chain. 

d.  NAFISS  has  been,  developed  and  is  being  implemented  to  provide  stan¬ 
dard  automated  accounting  operations  and  to  improve  managerial  decisionmaking 
by  more  timely  reports.  The  system  can  also  provide  £  payroll  function  wherein 
all  CONUS  NAF  employees  are  paid  from  a  central  processing  site  in  lieu  of  each 
installation  doing  its  own  payroll  function.  For  this  system  to  operate, 
sufficient  ADP  resources  must  be  made  available  to  the  GAO  to  allow  for  the 
timely  preparation  of  reports. 

e.  The  CAO  should  establish  an  equitable  cost  proration  technique  so 
as  'a  insure  that  all  funds  are  charged  their  fair  share  of  costs  based  on  the 
method  utilized.  Some  of  the  methods  that  could  be  utilized  are  manhours  ex¬ 
pended,  number  of  transactions  being  processed  or  tne  number  of  documet  '  b  ire 
processed.  The  method  used  for  a  particular  fund  should  be  used  cop:  'tte- civ 
in  the  computation  and  adjustment  of  costs.  The  method  of  proraticu  she.  :d  1  e 
reviewed  after  six  months  and  any  changes  made  as  a  result  of  that  i  vi u 
incorporated  in  the  funds  operating  budget. 

f.  In  order  to  ensure  that  ar.  optimum  working  relay ‘unship  exist  s  bet¬ 
ween  the  fund  manager  and  the  CAO,  each  installation  is  to  estc l ’ k.h  a  NAP  I 
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Advisory  Panel.  This  panel  is  required  to  meet  at  least  quarterly  and  its 
membership  consists  of  the  Comptroller,  DFCA,  FE.AO ,  CAO,  and  fund  managers. 

This  council  will  review  the  CAO  budget  and  proposed  proration  of  costs;  re¬ 
view  of  financial  statements  and  comparative  analysis  of  CAO  operations;  and 
ensure  that  there  is  a  flow  of  communications  between  the  CAO  and  fund  managers. 

11-4.  RESPONSIBILITIES  AT  THE  INSTALLATION  OR  ACTIVITY. 


a.  NAF  financial  statements,  including  appropriated  fund  expense  data 
and  personal  status  reports,  consolidated  by  NAF  category,  will  be  prepared 
under  the  operational  supervision  of  installation  FAOs  and  submitted  to  major 
commands  for  consolidation  and  submission  to  the  US  Army  Finance  and  Accounting 
Center  to  satisfy  OSD  requirements. 

b.  Major  command  and  installation  commanders  are  responsible  for  eval¬ 
uating  the  morale  support  programs  of  the  installation(s)  within  their  commands 
as  to  whether  maximum  equitable  benefit  is  accruing  to  military  personnel  from 
appropriated  and  nonappropriated  funds,  and  ins  ring  that  NAF  budget  guidance 
is  followed.  This  responsibility  also  includes  achieving  the  required  income 
objectives  for  the  installation  club  system  and  that  variances  in  actual  per¬ 
formance  from  budgeted  are  accurately  portrayed  and  documented  for  corrective 
action.  It  is  also  necessary  to  insure  that  all  NAF  activities  develop  a  viable 
Management  Information  System  (MIS)  which  serves  as  a  forecast  of  these  finan¬ 
cial  statements. 

c.  Comptrollers  are  responsible  for  providing  appropriated  fund  expense 
data  to  MWR  staff  proponents  in  the  format  and  detail  specified  by  regulation 
or  CA  directive,  supplying  whatever  technical  assistance  is  required  by  the  MWP. 
staff  proponent,  and  providing  appropriated  fund  expense  data  that  is  required 
in  formulating  NAFI  budgets.  Additionally,  the  comptroller  has  a  staff  respon¬ 
sibility  to  insure  that  accounting  and  internal  review  services  are  provided 

to  NAFIs  and  that  management  guidance  to  NAFI  custodians  is  readily  available. 

d.  NAFI  custodians  are  responsible  for  administering  their  funds  in 
accordance  with  applicable  regulations,  except  for  signing  checks  ar.d  main¬ 
taining  formal  accounting  records.  Of  greatest  importance  is  the  responsibil¬ 
ity  for  gathering  prescribed  NAF  expense  information,  preparing  budgets  in 
accordance  with  the  budget  parameters  set  by  the  DPCA  (MWR  staff  proponent) 
and  TAGO,  and  managing  their  MWR  activities  and  clubs. 

e.  DPCAs  or  their  staff  proponents  within  the  DPCAs  are  responsible 
for  planning,  organizing,  directing, .controlling,  and  supervising  the  MWR  pro¬ 
gram  and  club  system,  to  include  overall  responsibility  for  budget  formulation, 
justification,  and  execution. 

f.  In  order  to  properly  monitor  the  various  NAF  activities  it  is  im¬ 
portant  that  fund  managers  perform  a  joirt  review  of  the  funds  Income  Statement 
Balance  Sheet,  and  the  Statement  of  Charges  in  Financial  Position  and  then  use 
these  statements  in  performing  their  monthly  variance  analysis. 
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11-5.  INTERNAL  CONTROLS.  Internal  controls  for  administering  nonapprcpriated 
fund  instrumentalities  are  adequately  covered  in.  a  100-questicn  checklist  in 
appendix  P  of  AP  230-9,  Internal  Controls.  In  addition,  a  checklist  at  the 
end  of  the  chapter  is  provided  concerning  the  operation  cf  a  command's  NAFIs. 

11-6.  NONAPPROPRIATED  FUND  PROGRAM  AND  FINANCIAL  MANAGEMENT  RESPONSIBILITIES. 

a.  On  26  July  1976  a  Comptroller  of  the  Army-The  Adjutant  General 
Memorandum  of  Understanding  was  sipned  and  in  it  was  clarified  the  respective 
staff  management  responsibilities  of  NAFIs. 

b.  TAG  or  the  designated  installation  proponent  is  the  Program  Manager 
to  include: 

(3)  Managing  NAF  resources. 

(2)  Identification  of  resource  requirements . 

(3)  Budget  guidance  development/budget  preparation. 

(4)  Interpret  financial  reports  and  related  documents. 

(5)  Evaluate  management  reporting  needs. 

c.  COA  or  the  designated  KACOM/installaticn  proponent  is  the  Financial 
Manager  to  include: 

(1)  Accounting  and  reporting  for  NAFIs  unirr  the  Einar.ce  and  ,~.c- 
cour.ting  Offices,  i.e.,  Central  Accounting  Division  (CAD). 

(2)  Develop  accounting  policy,  procedures  and  direction. 

(3)  Quality  Assurances  reviews  of  CADs  and  review  of  procedures 
of  serviced  NAFIs  as  they  pertain  to  internal  operation  of  CAD. 

d.  Dual  responsibility  of  TAG  and  COA  or  their  proponents  to  insure 
the  adequacy  and  cost  effectiveness  of  accounting  and  reporting  services. 
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TO  WHOM 
ADDRESSED 

DPCA  6 
Compt 

Compt 

Compt 

DIO 

DPCA 

Compt 

Compt 

DPCA  6 
Compt 

DFCA  6 
Compt 

DPCA 

DPCA  6 
Compt 

Compt 


CHECKLIST 


1.  Is  there  a  central  accounting  office  (CAO)  established,  where 
feasible,  on  the  installation  to  provide  standardized  account¬ 
ing  and  reporting  functions  to  participating  NAFIs  IAW  AR  230-65, 
and  is  it  an  organizational  entity  of  the  installation  FAO? 

2.  Is  the  CAO  providing  centralized  fund  administration  using  a 
single  bank  account? 

3.  Is  prompt  followup  action  taken  3  mo.-Lps  after  answering  an 
audit  report  requiring  corrective  action? 

4.  Is  the  installation/activity  purchasing  and  contracting  officer 
providing  NAF  procurement  service  to  installation  NAFI  IAW  AR 
230-1,  The  Nonappropriated  Fund  System?  What  are  the  procedures? 

5.  Are  the  directives  concerning  the  use  of  nonappropriated  funds 
being  followed?  What  can  be  done  to  improve  the  program? 

6.  Are  the  directives  pertaining  to  the  use  of  appropriated  funds 
to  supplement  nonappropriated  fund  instrumentality  activities 
being  followed  (AR  210-55)? 

7.  Are  all  direct,  readily  identifiable  expenses  (related  appro¬ 
priated  fund  resources)  incurred  in  support  of  MWR/NAF  activ¬ 
ities  being  accumulated  in  the  accounting  system  at  the  installa¬ 
tion?  What  additional  program  support  is  needed  to  enhance  the 
system? 

8.  Are  coordinated  nonappropriated  fund  and  appropriated  fund  bud¬ 
gets  being  prepared  for  MWR/NAFI  activities  and  then  reviewed 
by  the  installation/activity  program  budget  advisory  committee? 

Are  all  required  budgets  being  prepared?  Is  the  same  procedure 
being  followed  for  the  club  system  budget  process? 

9.  Is  the  budget  process  identifying  appropriated  and  nonappropriated 
fund  resources  to  be  used  in  program  funding  considerations? 

Are  budgets  being  prepared  for  all  Category  II,  IV,  VI,  VII  and 
VIII  Activities  and  are  these  budgets  being  reviewed  and  ap¬ 
proved  at  the  installation  level? 

10.  Has  a  sinking  fund  for  NAF  employee  severance  pay  and  related 
benefits  been  established  where  required  by  regulation? 

11.  Are  there  continual  horizontal  and  vertical  interpretations  of 
financial  statements,  and  subsequent  budget  adjustments  made 
when  expediency  dictates,  by  the  CAO,  NAFIs  and  MWR  staff  pro¬ 
ponent?  Is  a  viable  budget  variance  analysis  being  performed 
and  custodians  taking  action  as  a  result  of  this  variance? 

12.  Are  accounts  receivable  and  accounts  payable  given  periodic  age 
analyses  as  well  as  inventory  turnover  computation  and  analyses? 
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TO  WHOM 
ADDRESSED 


DPCA 

13. 

Coir.pt 

14. 

DFCA  £ 
Compt 

15. 

Coir.pt 

16. 

Compt 

17. 

Compt/ 

MI  SO 

18. 

Compt 

19. 

Compt/ 

DPCA 

20. 

Compt 

21. 

Compt 

22. 

Compt 

23. 

DPCA 

24. 

DPCA 

25. 

DPCA 

26. 

DPCA  27. 


Does  a  lack  of  physical  proximity  between  the  FAO  and  CAD  hinder 
quick  coordination  and  immediate  responsiveness? 

Are  depreciation  expenses  and  related  sinking  fund  amounts  re¬ 
corded  each  month  by  the  CAD? 

Have  funds  been  set  aside  for  investment  programs?  Has  a  cash 
budget/cash  flow  analysis  been  prepared  for  all  NAF  activities? 

How  regulated  is  the  flow  of  documents  between  the  fund  managers 
and  the  CAD?  Is  the  flow  complete  and  timely,  and  does  it  follow 
prescribed  standard  operating  procedures? 

Have  the  positions  in  the  CAD  which  can  be  paid  from:  appropriated 
funds  or  nonappropriated  funds  reimbursed  by  appropriated  funds 
been  established  or  identified? 

Are  the  organizations  which  provide  support  and  utilize  the 
NAFISS  aware  of  the  75%  appropriated  funds  and  25%  nonappropriated 
fund  split  for  cost  and  method  of  reimbursement? 

Has  NAFISS  been  completely  implemented?  If  not,  when?  If  so, 
have  cost  savings  been  realized? 

Are  your  NAF  employees  being  paid  from  the  central  NAF  payrcll 
site?  Have  there  been  any  problems  as  a  result  of  this  system, 
i . e . ,  late  pay? 

Is  the  CAD  functionally  organized. 

Does  the  NAFI  Advisory  Panel  exist? 

Has  the  CAD  prepared  an  Annual  Operating  Budget  and  established 
an  equitable  method  of  preparation  of  costs  to  the  user  as  a 
result  of  its  budget  formulation? 

Is  there  an  annual  validation  of  NAFI's  being  conducted  IAW  AR 
230-1?  If  so,  are  deficiencies  being  corrected  and  a  letter 
detailing  the  results  of  the  review  being  dispatched  to  each 
NAFI  custodian?  If  not,  when  will  the  procedure  be  established? 

Is  the  Package  Beverage  Branch  in  CONUS  distributing  30%  of  its 
profits  to  the  MWR  activities? 

Have  all  NAF  activities  developed  and  implemented  some  form  of 
Management  Information  System  (MIS)  to  monitor  selected  revenue 
and  expense  items? 

Is  a  monthly  variance  analysis  being  performed  by  all  fund  man¬ 
agers  and  are  the  variances  being  analyzed  which  result  in 
adjustments  to  their  operating  budgets? 
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Chapter  12 


MAJOR  COMMAND  FINANCIAL  MANAGEMENT 

12-1.  GENERAL.  The  major  commands  (MACOMs)  of  the  US  Army  are  essentially 
distributors  of  funds  rather  than  users.  The  MACOMs  are  the  organizational 
interface  of  the  programing  and  budgeting  system.  The  MACOMs  prepare  input  to 
the  programing  process  with  the  Program  Analysis  Resource  Review  (PARR)  which 
presents  analysis,  new  initiatives,  recommendaticns  for  change,  and  detail 
costing  of  approved  Program  Development  Increment  Packages  (PDIPs).  Simulta¬ 
neously,  the  MACOMs  formulate,  monitor,  analyze  and  coordinate  the  budget 
formulation  and  execution  activities  of  subordinate  installations. 

12-2.  ORGANIZATION  FOR  FINANCIAL  MANAGEMENT.  Generally  there  are  two  configu¬ 
rations  for  performing  the  MACON  role  in  financial  management,  the  tradit tonal 
Comptroller  or  a  Resource  Management  concept.  The  Resource  Management  concept 
recognizes  the  broad  scope  of  comptroller  functions  and  interrelationships  bv 
including  additional  aspects  of  resource  management.  Typically,  the  Deputy 
Chief  of  Staff  for  Resource  Management  (DCSRM)  has  responsibilities  in  manage¬ 
ment,  budgeting,  financial,  cost  analysis  and  force  development.  The  inclusion 
of  force  development  recognizes  the  resource  implications  of  changes  to  the 
force  structure  and  manpower  documents.  Typically,  the  traditional  Comptroller 
dees  net  have  responsibility  for  force  development. 

12-3.  MACOM  ROLE  IN  ARMY  PLANNING,  PROGRAMING,  AND  BUDGETING.  As  defined  in 
AR  1-1,  the  Army  Planning,  Programing,  and  Budgeting  System  (PPBS)  is  a  manage¬ 
ment  system  employed  by  the  Department  of  the  Army  to  insure  effective  use  of 
resources.  In  conjunction  with  DOD  and  Joint  Chief  of  Staff  (JCS)  guidance, 
the  Army  PPBS  is  designed  to  provide  timely  input  of  Army  views  that  will 
appropriately  influence  the  policy,  strategy,  force  objectives,  and  other 
considerations  of  the  Secretary  of  Defense  and  Joint  Staff  and  also  provide 
timely  guidance  to  the  Army  Staff  and  commanders.  The  Army  Frogram  Objective 
Memorandum  (POM)  is  the  Army's  primary  programing  document  of  the  programing 
phase  of  the  PPBS  cycle.  The  POM  is  a  single  document  that  details  the  total 
Army  requirements  for  the  program  year  and  the  four  outyears.  It  represents 
the  Army's  response  to  OSD's  formal  guidance  and  is  constrained  by  all  guidance 
published  by  OSD  prior  to  POM  development.  Forces,  manpower,  materiel,  and 
costs  are  covered  in  the  POM.  The  5-year  POM  is  developed  2  years  prior  to 
the  program  year  contained  therein  and  is  normally  published  and  distributed 
to  the  major  commands  in  late  May  of  each  year. 

12-4.  PROGRAMING. 


a.  Effective  with  the  STEADFAST  reorganization,  two  major  commands — 
TRADOC  and  FORSCOM — were  required  on  a  test  basis  to  become  more  directly  in¬ 
volved  in  the  Army  PPBS  cycle.  This  unprecedented  action  permitted  these 
two  commands  to  add  their  analyses  to  the  development  of  the  PCM.  This  test 
proved  so  successful  that  all  major  commands  and  DA  Agencies  now  take  part  in 
POM  development. 
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b.  Each  MACOM  is  required  to  submit  to  HQDA  in  the  January- February 
timeframe  a  program  document  entitled  the  Program  Analysis  and  Resource  Review 
(PARR).  The  PARR  is  based  on  the  total  obligation  authority  control  received 
in  the  October  Program  Eudget  Guidance  (PBG)  and  the  Army  Guidance  (AG).  The 
MACOM  will  prepare  their  PARR  addressing  DA  initiatives,  their  own  initiatives, 
and  recommended  changes.  The  PARRs  are  then  screened,  analyzed,  and  approved 
by  HQDA.  Through  the  use  of  the  PARR,  the  major  commanders  are  able  to  in¬ 
fluence  the  optimum  allocation  of  program  resources  within  their  commands  while 
reinforcing  sound  analysis  and  program  management  at  the  HQDA  level. 

c.  The  result  of  the  above  process  is  an  operating  program  which 
records  the  missions  to  be  conducted  and  the  resources  required  to  accomplish 
those  missions.  The  specific  objectives  of  the  operating  program  are: 

(1)  To  announce  command  objectives,  guidance  for  their  attainment, 
and  applicable  policies  and  priorities. 

(2)  To  provide  the  basis  for  development  of  a  balanced  program 
consistent  with  existing  resources  and  planned  workloads. 

(3)  To  furnish  adequate  and  timely  guidance  to  major  subordinate 
activities  for  use  in  budget  formulation,  justification  and  execution. 

(4)  To  permit  a  continuing  evaluation  of  performance  measured 
against  established  performance  workload  schedules  and  programed  ise  of 
resources. 


d.  The  programing  function  is  so  broad  in  scope  that  an  organizational 
element  is  normally  created  to  monitor  the  process.  The  element  may  be  within 
the  operational  control  of  the  Comptroller/Deputy  Chief  of  Staff  for  Resource 
Management  or  report  directly  to  the  command  elements.  This  office  will 
perform  program  reviews  and  analyses  in  all  matters  having  resource  implications 
with  emphasis  on  the  program  years.  Additionally,  the  office  will  perform  as 
a  coordinator  for  program  actions  and  independent  studies  either  related  to  or 
impacting  upon  planning,  programing,  budgeting,  use  and  management  of  resources. 

12-5.  BUDGETING ,  The  budgeting  process  at  the  MACCM  resembles  in  many  ways 
the  installation  process  which  was  fully  described  in  chapter  6.  It  is  a 
highly  technical,  time-controlled  process  that  produces  prescribed  documents 
to  HQDA  for  use  in  preparing  the  Army  Budget  Estimates  (ABE).  This  process 
includes  a  careful  review  and  justification  by  the  MACCM  Program  Budget 
Advisory  Committee  and  approval  by  the  major  commander.  The  MACOM  PBAC  serves 
as  a  top  management  advisory  group  to  the  commander.  The  Chief  of  Staff  is 
normally  the  chairman.  Other  members  are  the  principal  staff  officers  respon¬ 
sible  for  the  functional  areas  of  comptroller,  engineer,  personnel,  operations, 
logistics,  and  other  representatives  as  desired  by  the  commander.  The  committee 
considers  all  aspects  of  the  internal  management  of  the  command.  Each  member 
insures  that  his  area  of  staff  responsibility  is  accorded  full  consideration 
by  the  committee.  The  goals  and  requirements  of  individual  areas  are 
coordinated  and  molded  into  overall  goals  and  requirements  for  the  command. 

The  recommendations  of  the  PBAC  represent  the  consensus  of  the  top  management 


EIIFM-5  (JAN  61) 


12-2 


officials  of  the  command. 

12-6.  FUNDING.  In  chapter  2,  operating,  investment,  and  revolving  funds  were 
identified  and  discussed  briefly.  In  most  instances  a  single  installation 
would  not  be  involved  in  budgeting  and  accounting  for  each  of  those  categories 
of  funds.  The  MACOM,  however,  will  usually  be  involved  with  all  of  those  funds, 
and  will  be  further  subdividing  them  to  the  subordinate  installations,  whose 
mission  accomplishment  is  dependent  upon  that  funding.  Additionally,  there 
are  the  contingency  funds  which  have  not  been  previously  discussed.  Contin¬ 
gency  funds  are  closely  monitored  by  the  MACOM  and  are  available  to  each  in¬ 
stallation  commander.  The  contingency  funds  are  for  miscellaneous  expenses 
in  celebrating  national  holidays,  dedicating  facilities,  visits  of  distinguished 
guests,  and  a  host  of  other  representation  functions.  Guidelines  for  using 
contingency  funds  are  in  AR  37-^7  (Contingency  Funds  of  the  Secretary  of  the 
Army).  Strict  accounting  and  reporting  are  required. 

12-7.  COST  ANALYSIS.  This  is  an  analytical  arm  of  the  Compl roller  which  per¬ 
mits  him  to  act  as  a  consultant  to  the  Commander,  taking  ,.he  broadest  possible 
view  of  resource  management,  and  providing  a  check  and  balance  to  proponent 
cost  estimates.  Cost  analysis  is  the  process  of  preparing,  evaluating,  and/or 
validating  cost  estimates  to  provide  to  management  the  nest  credible  and 
realistic  cost  estimates.  Products  should  anticipate  and  Identify  issues  of 
management  impact.  That  is,  cost  analysis  should  assure  -hat  the  overall  cost 
to  the  government  of  material  systems,  forces,  units  and  activities  is  presented 
in  ways  which  yield  cost  realism  and  thereby  improve  the  allocation  and  manage¬ 
ment  of  Army  resources  at  all  levels.  Cost  analysis  supports  the  decisionmaker 
by  providing  reviews  and  evaluation  which  brings  meaning  to  financial  manage¬ 
ment.  (For  more  details,  see  AR  11-18,  (Jest  Analysis  Pic  gram.) 

12-8.  ECONOMIC  ANALYSIS.  This  is  a  systematic  approach  that  will  provide 
information  to  a  problem  of  choice  involving  investigation  of  efficient  and 
effective  alternatives  in  the  employment  of  scarce  resources  to  attain  a  goal 
or  objective.  Economic  analysis  is  an  integral  part  of  the  planning,  program¬ 
ing,  and  budgeting  system  of  the  Department  of  the  Army  and  the  MACOMs,  which 
should  also  be  used  at  installation  level.  The  use  of  this  technique  in  the 
decisionmaking  process  provides  for  the  systematic  evaluation  of  alternative 
means  of  reaching  an  objective  in  order  to  improve  the  allocation  and  manage¬ 
ment  of  resources  at  all  levels  of  the  Army.  Budget  submissions  should,  as  a 
minimum,  be  accompanied  with  a  statement  that:  (1)  the  submission  is  supported 
by  an  economic  analysis,  or  (2)  an  economic  analysis  is  not  required.  (For 
more  details,  see  AR  11-28,  Economic  Analysis  and  Program  Evaluation  for 
Resource  Management. ) 

12-9.  THE  COMMANDER'S  RESOURCE  AGREEMENT/INSTALLATION  CONTRA.CT. 

a.  The  major  commander  may  desire  to  execute  personal  contracts  with 
the  subordinate  commanders.  The  concept  of  the  Commander's  Resource  Agreement/ 
Installation  Contract  is  that  funds  and  manpower  (resources)  will  be  provided 
the  installation  commander,  based  on  a  programed  workload.  If  missions  or 
levels  of  workload  are  changed,  resources  are  adjusted  accordingly. 
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b.  This  contract  is  a  formal  agreement  between  the  major  commander  and 
an  installation  or  activity  commander.  It  summarizes  the  resources  and  work¬ 
load  of  the  installation  or  activity. 

12-10.  SUBDIVIDING  FUNDS. 


a.  Receipt  and  distribution  of  funds.  The  finance  and  accounting 
officer,  under  direct  supervision  of  the  comptroller,  is  responsible  for  the 
overall  supervision,  management,  and  control  of  the  financial  resources  at  the 
major  commands.  This  responsibility  includes  receipt  and  issuance  of  funding 
documents  to  activities  and  maintenance  of  records  that  provide  control  over 
annual  funding  programs,  allocations,  suballocaticns ,  and  other  similar  fund 
authorizations . 

b.  Limitations  included  in  funding  authorization  documents.  A  limita¬ 
tion  imposed  upon  the  use  of  an  appropriation  or  other  fund  or  subdivision 
thereof  has  the  same  effect  as  a  fund  subdivision  in  the  control  of  obligations 
and  expenditures.  Limitations  prescribed  in  funding  documents  and  in  statutes 
or  other  applicable  directives  must  be  observed. 

c.  Legal  responsibilities  of  finance  and  accounting  officers.  The 
commander  is  responsible  for  the  administrative  control  of  funds.  Through  his 
finance  and  accounting  officer  he  will  establish  adequate  controls  to  prevent 
an  overdistribution  of  funds  and  withdrawals  in  excess  of  available  balances. 

d.  Delegating  fiscal  responsibilities.  The  MACOM  finance  and  account¬ 
ing  officer,  under  the  direct  supervision  of  the  comptroller  of  the  command, 

is  responsible  for  maintaining  control  and  distribution  of  records.  No  speci¬ 
fic  accounting  organization  is  prescribed.  However,  all  accounting  and  report¬ 
ing  functions  for  an  operating  agency  should  be  accomplished  at  a  single  loca¬ 
tion.  Whenever  the  workload  is  too  small  or  when  shortages  of  personnel  or 
equipment  make  it  inadvisable  to  perform  accounting  and  reporting  functions, 
those  functions  may  be  satellited,  by  agreement,  upon  other  offices  or  agencies. 
However,  the  satellited  office  or  agency  still  retains  its  responsibilities. 

12-11.  ACCOUNTING  AND  REPORTING.  The  MACOM,  with  its  accounts  office,  is 
responsible  for  consolidating  installation  feeder  data  and  further  reporting 
to  HQDA.  This  is  done  through  computerized  management  information  systems 
such  as  the  Standard  Finance  System  (STANFINS),  the  accelerated  Treasury 
reporting  system  for  disbursements  (DELMARS),  the  Standard  Army  Intermediate 
Level  System  (SAILS),  and  others.  Using  this  report  receipt  and  consolidation 
process,  accountants  and  technicians  at  the  MACOM  level  may  discover  account 
balances  indicating  that  a  subordinate  installation  is  on  the  threshold  of  an 
RS  3679  violation.  Appropriate  action  can  then  be  taken  to  adjust  funds,  in 
coordination  with  the  subordinate  command,  to  avoid  the  violation. 

12-12.  ACTION  REQUIRED  ON  RS  3679  VIOLATIONS. 


a.  AR  37-20  prescribes  policies  and  procedures  for  reporting  violations 
or  alleged  violations  of  RS  3679.  Within  15  days  from  date  of  discovery  of 
the  alleged  violation,  a  flash  report  will  be  submitted  by  message,  through 
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command  channels,  to  the  Comptroller  of  the  Army,  ATTN:  DACA-FAA-G.  This  is 
one  of  2  reports  required  for  F.S  3679  violations. 

b.  The  commander  of  the  activity  in  which  the  violation  occurred  is 
responsible  for  appointing  a  board  of  officers  to  investigate  the  facts  and 
circumstances  surrounding  the  violation  and  for  fixing  individual  responsibil¬ 
ity.  The  report  of  this  investigation  is  the  second  RS  3679  reporting  require¬ 
ment  and  must  be  submitted  within  90  days.  The  report  will  be  signed  by  the 
commander  responsible  for  administrative  control  of  the  funds  involved.  In¬ 
formation  to  1c  reported  is  prescribed  in  paragraph  2-3,  AR  37-2C. 

c.  The  MACOM  reviev;  of  the  reports  described  above  is  very  critical 
in  assisting  HQDA  with  its  adjudication  of  the  case  and  subsequent  reporting 
to  EOD  and  the  Congress.  Expeditious  coordination  within  the  MACCM  staff  is 
required  to  insure  that  every  technicality  has  been  considered  in  the  reporting 
process . 

12-13.  REAL  TIME  AUDIT  AND  REVIEW.  The  concept  of  real  time  feedback  in  the 
audit  and  review  process  was  discussed  in  chapter  3.  All  staff  elements  of 
the  MACCM  have  a  role  in  this  prcc  ess;  the  MACOM  Internal  Review  staff  has  a 
major  responsibility  in  this  process,  as  indicated  below. 

a.  The  Internal  Review  staff's  functions  pertain  primarily  to  policy, 
supervision,  guidance,  and  surveillance.  Its  objective  is  to  insure  that  IR 
programs  of  lower  echelons  meet  professional  standards  of  performance,  ob¬ 
jectivity,  and  thoroughness,  and  are  responsive  to  management's  current  needs 
and  interests.  The  command  headquarters  staff  also  conducts  internal  reviews 
within  the  headquarters,  as  appropriate. 

b.  The  audit  compliance  includes  providing  liaison  to  external  audit 
agencies,  evaluating  and  coordinating  external  audit  reports,  consolidating 
command  replies  to  audit  reports,  and  making  follow-up  reviews  in  the  head¬ 
quarters  to  evaluate  the  adequacy  of  actions  taken  to  correct  reported  defi¬ 
ciencies  . 

c.  The  MACOMs  are  responsible  for  executing  effective  programs  to  main 
tain  surveillance  over,  and  to  evaluate,  commandwide  Internal  Review  operations 

d.  Another  function  is  to  identify  command-wide  problem  areas  and  dev¬ 
elop  detailed  Internal  Review  Guides  to  assist  the  irstallation  auditors  in 
making  reviews;  and  furnish,  as  lessons  learned  summaries,  results  to  the 
field  o-f  the  findings  obtained  from  the  command-wide  reviews. 

e.  Maintaining  a  program  of  audit  trends  designed  to  assist  in  identi¬ 
fying  and  correcting  existing  or  potential  problems  is  still  another  function. 
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